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(A) Total segment operating profit is the consolidated segment operating profit of Bunge’s 
segments. Total segment operating profit is a non-U.S. GAAP measure and is not 
intended to replace income from continuing operations before income tax, minority 
interest and equity in earnings of affiliates, the most directly comparable U.S. GAAP 
measure. The information required by Regulation G under the Securities Exchange 
Act of 1934, including reconciliation to income from continuing operations before 


income tax, is included to the right. 


(B) 2003 excludes an after tax gain on the sale of the Brazilian soy ingredients business 
of $111 million, or $1.02 per fully diluted share. 


(C) The calculation of return on shareholders’ equity excludes losses in 2003 of $7 million 
and gains in 2002 of $3 million from discontinued operations, and in 2003 excludes 


the $111 million gain on the sale of the Brazilian soy ingredients business. 


(D) Includes the weighted average common shares issuable upon conversion of Bunge’s 
$250 million 3.75% convertible notes due 2022 for the years ended December 31, 2005, 
2004, 2003 and 2002. The convertible notes were redeemed in November 2005. 


2002 2003 2004 2005 2006 


2002 2003 2004 2005 2006 


A reconciliation of income from continuing operations before income tax, minority interest 
and equity in earnings of affiliates, which is the U.S. GAAP financial measure most directly 


comparable to total consolidated segment operating profit, follows: 


Year Ended December 31, 


(US$ in millions) 2002 2003 2004 2005 2006 
Income from continuing operations 

before income tax, minority interest 

and equity in earnings of affiliates $476 $707 $891 $488 $522 
Unallocated (income) expense-net a) 45 22 (41) (32) (79) 
Gain on sale of ingredients business — (111) — _ _ 
Total segment operating profit $521 $618 $850 $456 $443 


) Unallocated (income) expense-net included interest income, interest expense, foreign 
exchange gains and losses and other income and expense not directly attributable to 


Bunge’s operating segments. 
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Looking ahead, we see great opportunity. 
Our markets are growing. Our industry is vibrant. 


Bunges position 1s strong. 


ALBERTO WEISSER 
Chairman and Chief Executive Officer 
Bunge Limited 
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DEAR SHAREHOLDERS 


2006 was a challenging year that ended on a positive note. 
In the first half, Bunge met with some difficulty, but 
mid-year improvements in key markets and the benefits 
of operational changes made in late 2005 and early 2006 
helped produce strong results in the third and fourth 
quarters. New and promising trends emerged in our 
industry during the year, and 
the underlying forces that 
drive our markets proceeded ane 
ahead. Throughout everything, 
we continued to enhance our 
unique operating model and 
execute our strategy of growth, 
efficiency and customer focus. 


Bunge is a stronger company 


than when I wrote to you one mG $54 

year ago, and I am confident lL $18 

that it has a bright future. ta 
al a2 


2006 


We expected 2006 to be a year of recovery, with a return 
to more normal conditions in markets that had struggled 
during 2005. Recovery did come, but later than we 
had hoped. 


Throughout 2006, our North American and the 


majority of our European operations, as well as 


2006 TOTAL SEGMENT OPERATING PROFIT 


our edible oil and milling segments, performed well. 
In other areas, however, we experienced some setbacks. 
Weak farm economics in Brazil, caused in part by 

a stubbornly strong Brazilian real, were challenges 

in 2005 and persisted for the first part of 2006. Farmers’ 
crop sales and fertilizer purchases were lower than usual 
and their protests against 
government aid policies caused 


additional disruption. 


Other challenges included 


$192 
$179 *. 7 * 
headwinds in ocean freight, low 
Argentine crushing margins 
and weakness in Southern 
Europe. In total, these issues 


led to a disappointing first half. 


By mid-year, things began 

to turn around. Much of 

the change in Brazil can be 
attributed to the efficiency 
of the global commodity markets. Stronger current 
and expected demand for agricultural commodities, 
driven in part by biofuels production, led to higher 
prices for corn and soybeans. These prices, and additional 
government assistance, improved farm economics in 
Brazil. By the end of the year, fertilizer purchases and 


domestic crushing margins improved. At the same time, 
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Argentine crushing margins rebounded as the industry 


reduced production volume. 


Throughout 2006, we saw the positive effects of decisions 
to lower costs and improve the structure of our Brazilian 
operations. The enhancements made in our foreign 
currency hedging programs produced benefits for our 
fertilizer business. Closing five oilseed processing plants, 
idling seven fertilizer facilities and reducing our workforce 
by roughly 2,000 employees created local cost savings 
in excess of the $60-80 million forecasted in February 
2006. These savings offset the effects of the appreciating 
real. Decisions that involve layoffs are not taken lightly, 


but in this case they were necessary. 


2007 
We anticipate that 2007 will be a better year. 


Demand for our core products remains strong, 

and higher prices for agricultural commodities 
should benefit farmers and prompt greater purchases 
of fertilizer and other crop inputs. Previous restructuring 
efforts in Brazil will help ensure that our fertilizer 
and agribusiness operations capitalize on improving 
conditions in that country. The addition of oilseed 
processing and milling assets in Europe and the 
Americas, and a full year of operations at our new grain 
and fertilizer port terminals in Santos, Brazil, should 
benefit operating results. So too should additional 
efficiencies realized through our LeanSigma program, 


which is entering its third year. 
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Of course, growth is our central objective, and we 
believe the future holds great opportunity. In 2007 
we will invest nearly $300 million in growth-oriented 


capital projects. 


LOOKING AHEAD 


Since its public listing in 2001, Bunge has experienced 
great success. We have also overcome some challenges. 
Today, Bunge is in a strong position. Our balance sheet 


is solid, and our strategy and approach are working. 


Growth is our central objective, 
and we believe the future holds 
great opportunity. In 2007 we will 
invest nearly $300 million in 
growth-oriented capital projects. 


We are positioned for growth in a compelling industry, 
built on the fundamental concepts that a growing world 
will require more food and will rely on a chain of assets, 


services and people to provide it. 


In the following pages, I hope to provide a sense of why 
we believe Bunge’s industry is compelling and why our 


strategy will continue to be effective. 


A GROWTH INDUSTRY 


Our industry is driven by simple facts: there will be 
more people in the world tomorrow than today, and 
they will earn more income and eat more diverse diets 
than in the past. New market forces will emerge, but at 
its core the agribusiness and food industry will be based 


on the need to feed a growing population. 


At Bunge, we ask a few questions when considering 
the future of our industry. Where will growth in food 
consumption occur? Where will farmers produce the 
crops necessary to meet this demand? How can we 
connect these areas most efficiently and add value to 


products at the same time? 


PRODUCTION AND CONSUMPTION 


‘The answers to the first two questions are clear. People 
around the world, especially in developing economies, 
are earning higher incomes and consuming more meat 
protein, usually in the form of chicken and pork. Greater 
purchases of these products lead to increased demand 
for soybean meal, a primary protein additive in animal 
feed. Simultaneously, as people around the world 
supplement their diets with foods purchased away 
from home, they consume more vegetable oil. Demand 
for both soybean meal and vegetable oil has risen 

at 5 percent per year since 1992. Growth has been 
particularly impressive in Asia. The incremental use 

of agricultural commodities in non-food applications 


should only strengthen these trends. 


‘The potential to grow and export large amounts of key 
crops, such as soy, corn and wheat, is limited to a few 
primary regions: North America, South America and 


Eastern Europe. 


North America is the world’s largest agricultural producer, 
and steady improvements in agronomics and seed 
technology should enable the region to improve corn 
production yields. Considering that the United States 
produced 268 million metric tons of corn in 2006, 


even modest gains are significant. 


SOYBEAN MEAL CONSUMPTION 
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VEGETABLE OIL CONSUMPTION 


millions of metric tons 


140 
120 
100 
80 
60 
40 
poaul 
0 mm i al ; | ! ail eel 
1992 1994 1996 1998 2000 2002 2004 2006* 
World |_| US / Canada / EU =® China / India / Southeast Asia 
* Estimated Source: USDA 


05 


PROJECTED GLOBAL SOYBEAN PRODUCTION 
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South America, blessed with sun, ample water resources 
and the ability to shift millions of hectares of existing 
agricultural land from pasture to annual crops, has the 
most potential for incremental growth and is expected 
to become the largest supplier of commodity food 
products to the world. By 2015, the region should 
produce 156 million metric tons of soybeans. It also has 
strong potential in corn, sugar and other crops. This is 
the primary reason why the Brazilian fertilizer market 
has been one of the fastest-growing in the world and 


holds promise for long-term expansion. 


By improving production yields and infrastructure, Eastern 
Europe should reassume its role as a regional breadbasket 
and export millions of tons of wheat and grains to 


markets in the Mediterranean and Middle East. 


LINKING REGIONS 


Because major expansion in production will not occur 
where consumption is strongest, the world will continue 
to need an efficient and safe means of transporting 
and processing the millions of tons of commodity food 
products it consumes each year. To fulfill its goals, 

the world needs an integrated food and agribusiness 


production chain that enables a seamless global market. 
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This is where Bunge comes in. 


Bunge connects production and consumption markets 
efficiently and profitably, and adds value at the same time. 
We construct and acquire assets—fertilizer plants, grain 
elevators, oilseed processing plants, refineries and mills— 
throughout the Americas, Europe and Asia, link them 
with logistics systems and coordinate them with global 
risk management and commercial teams. At almost every 
point on the chain, we transform the commodities we 
handle into the products that farmers, commercial 


customers and consumers require. 


BRAZIL RETAIL FERTILIZER CONSUMPTION 
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BUNGE’S STRATEGY 


Our role is to improve the production chain, but our 
goal is to be the best agribusiness and food company 
in the world. We pursue this end by following a clear 


strategy and staying true to a unique approach. 


GROWTH 


We work tirelessly to position Bunge in our industry's 
best growth markets. A significant portion of our annual 
capital expenditures goes toward building and acquiring 
assets in the regions outlined earlier—places where 
farmers are growing more crops and where people are 
consuming more food. In 2006, among other projects, 
we continued the expansion of our fertilizer mining and 
production facilities in Brazil, purchased a second soybean 
crushing and refining plant in China and created a 
soybean/rapeseed switch line at our oilseed processing 


plant in Mannheim, Germany. In 2007 we expect to 


ANNUAL RAINFALL BY COUNTRY 


complete two crushing and refining expansion projects 
in Canada, start construction on a third soybean 
processing plant in China and bring online new oilseed 


processing facilities in Ukraine, Russia and Spain. 


We also assess opportunities in new areas related to our 
core businesses. Sugar is one. Global consumption of 
sugar, for use in food or fuel ethanol, is expected to grow 
steadily over the next decade. At the same time, reform 
of existing trade rules should liberalize the global 
marketplace to the benefit of low-cost producers 

in the Southern Hemisphere. We see opportunity in 
this market, and feel that the requirements for success— 
integrated operations, logistics and risk management— 
match our core strengths. Our long-standing presence 
in Brazil, which has a strong domestic market and 

is expected to be a leading exporter of sugar and 


sugar-based ethanol, is another advantage. As such, 


The large amount of rainfall South America receives helps it serve the food needs of a growing global population. 
(Relative country size reflects amount of annual rainfall.) 
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THE EMERGENCE OF BIOFUELS 


Our markets are driven by global food consumption, 
but they are also dynamic—new issues can and do 
emerge. In the past 18 months, no development has 
been more notable than the increase in production 


and consumption of biofuels. 


Biofuels have long been part of our industry. In fact, 
Bunge has produced biodiesel since 2002. But with 
increased government incentives and mandates, the 
market for biofuels has grown quickly and should 


continue to do so. 


In the past 18 months, no development has 
been more notable than the increase in 


production and consumption of biofuels. 


The International Energy Association (IEA) estimates 
that world biofuel production will reach 54 million metric 
tons by 2015, up from 16 million metric tons in 2004. 
By 2009, global biodiesel use could equal nearly 
30 percent of the world’s trade in vegetable oil. 

In 2006/2007, U.S. use of corn for ethanol could exceed 


the average amount of the nation’s annual corn exports. 


‘These figures show the growing influence of biofuels 
on Bunge’s core markets. This influence adds a new 
and material source of demand for our core products. 
Higher commodity prices caused by this demand 
can help boost farmer incomes and prompt greater 
planting and larger purchases of crop inputs, including 


fertilizer. Recent events in Brazil offer an example. 


Incremental demand will serve as another driver of 
Bunge’s business. As such, we have made joint venture 
investments in biodiesel and ethanol plants in Europe 
and North America. These plants will be located near 
our oilseed processing plants and grain elevators. 


Bunge will supply raw materials and provide risk 


management and other services. We believe this is 
the best way to share in the additional value created 
by biofuels production, while staying true to our 


focus and core competencies. 


Beyond greater demand for crops and higher income 
for farmers, developing biofuels from food crops can 
help diversify the world’s energy supply and reduce 
greenhouse gas emissions. At the same time, government 
and industry will need to remain cognizant of the 
overall potential of these fuels and the possibility for 


competition among users of agricultural commodities. 


In a best case scenario outlined by the IEA, biofuels 
will amount to 5 percent of the world’s transport fuel 
use by 2030. To reach this level will demand a large 
amount of inputs, and this will create competition for 
resources and a linkage between food and energy prices. 
A shortfall in agricultural production—and these 


happen periodically—could have implications. 


There are also environmental considerations. 
Agriculture needs to expand in a sustainable 
way—balancing essential increases in production 


with environmental impacts and resource use. 


Looking ahead, for biofuels to have a meaningful 
impact on energy and a smaller impact on our food 
supply and environment, it will be necessary to 
diversify the raw materials used to create them. 
‘This is certainly possible if society continues to invest 
in next-generation biomass, waste and cellulose 
technologies and promotes the efficient use of existing 
agricultural lands through seed technology and 


productivity enhancements. 


The biofuels industry holds significant potential 
for both society and the agribusiness industry. It will 
continue to grow and evolve, and Bunge will invest 


in a focused way to participate in it. 
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GLOBAL STRATEGY 


Bunge’s global strategy consists of four parts. 


we are committed to expanding Bunge’s presence in 
sugar. To date we have started a marketing business, 
and we continue to evaluate opportunities to expand 
our asset base to include sugar and sugar-based ethanol 


production facilities. 


EFFICIENCY 


Efficiency is a prerequisite for competitiveness, and 
we work to ensure that Bunge has highly productive 
facilities, excellent logistics, streamlined internal 


processes and good information systems. 


In 2006 we opened a new soybean crushing plant in 
the port of Bilbao, Spain, which replaced a less efficient 
inland facility. The plant’s compact design allows 

for lower production costs. A joint venture biodiesel 
plant will be built on the same site. We also opened 

a new oil packaging facility in Fort Worth, Texas, and 
began construction of an oil refinery in Hamilton, 
Ontario. In 2007 we will build a wheat mill in 
northeastern Brazil to improve efficiency there. 

Over the past several years we have done significant 
work in building our network of port logistics. 

We have opened ports or secured exclusive volume 
agreements in Argentina, Brazil, Spain, Latvia, Russia, 
Ukraine and Vietnam that help us serve important 


markets for our products. 


CUSTOMER OPERATING 


MODEL 


FOCUS 


Of course, efficiency is about more than having good 
assets. It requires steady improvement in processes. 
During 2006 we made progress on our LeanSigma 
program. We ran over 160 kaizen events during the 
year, which produced millions of dollars in cost savings 
and potential margin enhancements, as well as hundreds 
of safety improvements. We also launched specific efforts 
to improve our energy use, global procurement and 


utilization of capacity and human resources. 


CUSTOMER FOCUS 


Improving the food and agribusiness production chain 
also means creating relevant products and services. 
Customer focus has been part of Bunge’s strategy for 
many years, and in 2006 we offered solutions for both 
commercial customers and consumers. Two examples 


speak to this. 


It is hard to live or travel in North America without 
hearing about trans fatty acids (TFAs). Limited bans 
in some cities and a growing trend by restaurants and 
food processors to reduce the quantity of TFAs in their 
products have created demand for replacement oils. 
Bunge has been there with a portfolio of innovative 
solutions. Today we offer low-linolenic soybean oil 
developed in partnership with DuPont, high-oleic 


canola oil and a line of patented reduced-TFA products 
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that are helping restaurant chains and food processors 
meet consumers’ desire for alternatives. More solutions 


are in the pipeline. 


In Romania, where iodine deficiency is a public health 
problem, we found a market solution to a social need. 
Lack of iodine endangers expectant mothers and their 
unborn children, impairs childhood development and 
is the single greatest cause of preventable mental 
retardation. Our business innovation team in Romania 
wondered if vegetable oil, a product with 98 percent 
household penetration in the country, could be a potential 
solution for increasing iodine consumption. They posed 
this question to our research and development scientists 
in Budapest, Hungary, who responded with a new 
vegetable oil, Floriol lod Protect™, which is fortified with 
iodine. The product, launched in late 2006, is a great 
example of how Bunge is working to meet the needs 


of its customers—in this case, the people of Romania. 


UNIQUE OPERATING MODEL 


The fourth part of our strategy is a focus on our unique 
operating model. Our model is based on integrated but 
decentralized operations and a strong culture built on 


shared values. 


Maintaining integrated but decentralized operations 
means striking a balance between the efficiency of a 
global entity and the speed of a local business, between 
the value of a world perspective and the insights and 


customer relationships born of local knowledge. 


Integration is key. It improves the basic efficiency of our 
operations and enables Bunge to capture value wherever 
it appears on the food and agribusiness production chain. 
In any year, some regions or product lines have greater 


opportunity for profit than others. This movement is 


10 


normal. Being at every stage of the chain and around the 
world ensures Bunge is present where and when opportunity 
arises. At the same time, the ability to move products 
through our own production chain—from elevator to 
plant to refinery to packaging facility—with dedicated 
logistics and shared information, means we can reduce 


the cost per ton of the products we make. 


Our model is based on integrated but 
decentralized operations and a strong 


culture built on shared values. 


Integration of information and decision making is also 
important, especially in agribusiness, which is a truly 
global market. That is why we manage our agribusiness 
operations via a centralized team of risk, capacity and 
logistics managers, partnered with local teams in our 
major markets. We believe that this structure enables 
us to interpret a global market with global vision, 
navigate through volatility and provide customers 


with a single point of supply. 


In a dynamic market, those who recognize change can best 
position themselves to benefit from it. Decentralization 
enables us to stay responsive and agile. However, 
decentralization can also strain coordination. That is 
why, at Bunge, we place such great emphasis on our 
purpose—to enhance lives by improving the food and 
agribusiness production chain—and our core values of 
openness, trust and teamwork. Our purpose ensures we 
are aligned in a common direction; our values ensure 
the communication and trust necessary for a network 
of businesses to operate with latitude while contributing 


to the same end. 


An important way we promote our values and 
ensure strategic alignment is through our People 
Development initiative. In 2006 we launched the 
Executive Development Program (EDP), which 
promotes greater integration and teamwork by 
bringing together small teams of senior executives 
from different functions, geographies and businesses 
for intensive programs at Washington University in 
St. Louis. The EDP complements the Management 
Development Program, designed for new managers, 
and the Leadership Development Program, created 


for high-potential employees. 


SUSTAINABILITY 


One of Bunge’s core values is to further the well-being 
of our stakeholders and the communities in which we 
operate. Following our purpose of improving the food 
and agribusiness production chain ensures that we live 
up to this value. Connecting the chain to a greater 
number of regions and communities means that more 
people have access to the global markets that drive 
economic growth. Making the chain more efficient 


means that affordable food is available to more people. 


Improving the chain also means ensuring that its 
potential impact on the environment is mitigated. 
Bunge continues to work with Conservation 
International and Brazilian farmers to promote 
biodiversity in the Cerrado region of that country. 
To date, farms representing over 250,000 hectares 


of land are participating in the partnership. 


Recently, considerable attention has been given to 
the effects of agricultural expansion in Brazil on 


valuable ecosystems, including the Amazon biome. 


Today we are part of a working group, which includes 
environmental organizations and industry participants. 
By collaborating to promote best practices, this group 
will help ensure a better way forward for agriculture and 
environmental preservation in the country. There is 
work to do, but I am hopeful that it will produce 


meaningful results. 


OUR COMMITMENT 


Looking ahead, we see great opportunity. Our markets 
are growing. Our industry is vibrant. Bunge’s position 


is strong. 


We appreciate the trust you, as shareholders, have 
placed in the management and employees of Bunge. 
You have our commitment that we will work hard 


to build our business and create additional value. 


Regards, 


Alberto Weisser 
Chairman and Chief Executive Officer 
Bunge Limited 


March 15, 2007 
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Cautionary Statement Regarding Forward-Looking Statements 


This Annual Report on Form 10-K includes forward-looking statements that reflect our current 
expectations and projections about our future results, performance, prospects and opportunities. We have 
tried to identify these forward-looking statements by using words including “may,” “will,” “expect,” 
“anticipate,” “believe,” “intend,” “estimate,” “continue” and similar expressions. These forward-looking 
statements are subject to a number of risks, uncertainties and other factors that could cause our actual 
results, performance, prospects or opportunities, as well as those of the markets we serve or intend to 
serve, to differ materially from those expressed in, or implied by, these forward-looking statements. These 
factors include the risks, uncertainties, trends and other factors discussed under the headings “Item 7. 
Management’s Discussion and Analysis of Financial Condition and Results of Operations,” “Item 1. 
Business—Business Overview,” “Item 1A. Risk Factors” and elsewhere in this Annual Report on 
Form 10-K. Examples of forward-looking statements include all statements that are not historical in 
nature, including statements regarding: 
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¢ our operations, competitive position, strategy and prospects; 


e industry conditions, including the prices of agricultural commodities, energy and freight, cyclicality 
of the agribusiness industry, unpredictability of the weather and the impact of crop and animal 
disease on our business; 


e estimated demand for the commodities and other products that we sell; 


e the effects of economic, political or social conditions and changes in foreign exchange policy or 
rates; 


e our ability to complete, integrate and benefit from acquisitions, joint ventures and strategic 
alliances; 


¢ governmental policies affecting our business, including agricultural and trade policies; 
e our funding needs and financing sources; and 
e the outcome of pending regulatory and legal proceedings. 


In light of these risks, uncertainties and assumptions, you should not place undue reliance on any 
forward-looking statements contained in this Annual Report. Additional risks that we may currently deem 
immaterial or that are not presently known to us could also cause the forward-looking events discussed in 
this Annual Report not to occur. Except as otherwise required by applicable securities laws, we undertake 
no obligation to publicly update or revise any forward-looking statements, whether as a result of new 
information, future events, changed circumstances or any other reason after the date of this Annual 
Report. 


The Private Securities Litigation Reform Act of 1995 provides a “safe harbor” for forward-looking 
statements to encourage companies to provide prospective information about their companies without fear 
of litigation. We would like to take advantage of the “safe harbor” provisions of the Private Securities 
Litigation Reform Act in connection with the forward-looking statements included in this Annual Report 
on Form 10-K, or any document incorporated by reference herein. 


PART I 


Item1. Business 
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References in this Annual Report on Form 10-K to “Bunge Limited,” “Bunge,” “we,” “us” and “our” refer 
to Bunge Limited and its consolidated subsidiaries, unless the context otherwise indicates. 


Business Overview 


We are a leading global agribusiness and food company operating in the farm-to-consumer food 
chain. In 2006, we had total net sales of $26,274 million. We believe we are: 


e the world’s leading oilseed processing company, based on processing capacity; 
e the largest producer and supplier of fertilizer to farmers in South America, based on volume; and 
e a leading seller of bottled vegetable oils worldwide, based on sales. 


We conduct our operations in three divisions: agribusiness, fertilizer and food products. These 
divisions include four reporting segments: agribusiness, fertilizer, edible oil products and milling products. 
Our agribusiness division is an integrated business involved in the purchase, storage, transport, processing 
and sale of grains and oilseeds. Our agribusiness operations and assets are primarily located in North and 
South America and Europe, and we also have operations in India and China and marketing and 
distribution offices throughout the world. 


Our fertilizer division is involved in every stage of the fertilizer business, from mining of raw materials 
to the sale of fertilizer products. The activities of our fertilizer division are primarily located in Brazil. 


Our food products division consists of two business segments: edible oil products and milling 
products. These segments include businesses that produce and sell food products such as edible oils, 
shortenings, margarine, mayonnaise and milled products such as wheat flours and corn products. The 
activities of our food products division are primarily located in North America, Europe, Brazil and India. 


History and Development of the Company 


We are a limited liability company formed under the laws of Bermuda. We are registered with the 
Registrar of Companies in Bermuda under registration number EC20791. We trace our history back to 
1818 when we were founded as a grain trading company in Amsterdam, The Netherlands. During the 
second half of the 1800s, we expanded our grain operations in Europe and also entered the South 
American agricultural commodities market. In 1888, we entered the South American food products 
industry, and in 1938 we entered the fertilizer industry in Brazil. We started our U.S. operations in 1923. 


Our principal executive offices and corporate headquarters are located at 50 Main Street, White 
Plains, New York, 10606, United States of America and our telephone number is (914) 684-2800. Our 
registered office is located at 2 Church Street, Hamilton, HM 11, Bermuda. 


Agribusiness 


Overview. Our agribusiness division is an integrated business involved in the purchase, storage, 
transport, processing and sale of agricultural commodities and commodity products. The principal 
agricultural commodities that we handle and process are grains and oilseeds, primarily soybeans, sunflower 
seed, rapeseed or canola, wheat and corn. We purchase these grains and oilseeds either directly from 
farmers or indirectly through intermediaries. In 2006, we reorganized the operations of our agribusiness 
segment to create a new business platform, Bunge Global Agribusiness, in order to increase efficiency and 
extract more value from our integrated operations. 


In addition to our principal agribusiness operations in grains and oilseeds, we have recently entered 
the sugar market through the establishment of a sugar origination and marketing business primarily 
focused on exporting sugar from Brazil. Over time, we intend to pursue, through a combination of organic 
growth and strategic acquisitions, a global, fully integrated presence in the sugar and sugar-based ethanol 
markets that leverages our existing infrastructure and risk management, logistics and other capabilities. 


We also participate in the biofuels market, particularly biodiesel and corn-based ethanol, generally as 
a minority investor in biofuels producers. We have a significant European biodiesel investment and in 
2006, we entered into four U.S. investments relating to biofuels. See “—Investments and Alliances” for 
more information. In connection with our biofuels investments, we typically seek to negotiate 
arrangements to supply the corn or vegetable oil raw materials used in the biofuel production processes. In 
most cases, the biofuel production operations will be located close to our facilities to facilitate this supply 
arrangement. In addition, we expect to market some of the non-fuel by-products generated from the 
biofuel production processes of certain of these joint ventures, such as distiller’s dried grains with solubles 
(DDGS) which are derived from corn and used as an animal feed ingredient, as well as engage in biofuels 
marketing. 


Customers. We sell agricultural commodities and commodity products to customers in approximately 
80 countries. The principal purchasers of our grains and oilseeds are feed manufacturers, wheat and corn 
millers and other oilseed processors. The principal purchasers of our oilseed meal and hull products are 
feed manufacturers and livestock, poultry and aquaculture producers that use these products as animal 
feed ingredients. The principal purchasers of our crude and further processed oils are edible oil processing 
companies, including our own food products division. These oils are used by our customers to produce a 
variety of edible oil products for the foodservice, food processor and retail markets. In addition, we have 
recently experienced increased sales of our oil products for non-food uses such as for the production of 
biodiesel. 


Our agribusiness operations supply, depending on their location, both domestic and export customers. 
For example, in Argentina, our customer base is primarily export. In Brazil and Canada, we produce 
oilseed meal and oil for both the domestic and export markets. In the United States and Europe, the 
market for these commodity products is primarily domestic. Some of our principal agribusiness products, 
such as oilseed meal and corn, are used as, or as ingredients in, pork and poultry feed. As a result, our 
agribusiness operations benefit from global demand for poultry and pork products. 


Distribution and Logistics. We use a variety of transportation modes to transport our products, 
including railcars, river barges, trucks and ocean going vessels. We lease railcars and barges, and use 
transportation services provided by truck lines, railroads and barge companies to fulfill our other logistics 
needs. We also contract with third parties for ocean freight services. We have made and will continue to 
make selective investments in port and storage facilities to better serve our customer base and improve our 
distribution and logistics capabilities. 


Other services and activities. In Brazil, where there are fewer third-party financing sources available 
to farmers, we provide financing services to farmers from whom we purchase soybeans and other 
agricultural commodities through prepaid commodity purchase contracts and advances, which are typically 
secured by the farmer’s crop and a mortgage on the farmer’s land and other assets. These financing 
arrangements typically carry local market interest rates. Our farmer financing activities are an integral part 
of our grain origination and oilseed processing business as they ensure our supply of raw materials for our 
Brazilian agribusiness operations. Our integrated agribusiness operations also provide the opportunity to 
participate in related financial activities such as engaging in trade structured finance to leverage 
international trade flows and providing risk management services to customers by assisting them with 
managing price exposure to agricultural commodities. 


Competition. Markets for our agribusiness products are highly competitive. Major competitors in our 
agribusiness operations are The Archer Daniels Midland Co. (ADM), Cargill Incorporated (Cargill), Louis 
Dreyfus Group, large regional players, such as Wilmar International Limited and the Kuok Group in Asia, 
and smaller agricultural cooperatives and trading companies. 


Fertilizer 


Overview. We are the largest producer and supplier of fertilizer to farmers in South America and a 
major integrated fertilizer producer in Brazil, participating in all stages of the business, from mining of 
phosphate-based raw materials to selling of blended fertilizers. In the Brazilian retail market, we have 
approximately 26% of the market share of “NPK” fertilizers. NPK refers to nitrogen (N), phosphate 
(P) and potash (K), the main components of chemical fertilizers. 


Products and Services. Our fertilizer division is comprised of nutrients and retail operations. Our 
nutrients operations include the mining and processing of phosphate ore and the production of 
intermediate phosphate-based products for sale to fertilizer blenders, cooperatives and to supply our own 
retail fertilizer production operations. We also produce phosphate-based animal feed ingredients in this 
business. The primary products we produce in our nutrients operations are phosphate rock, sulfuric acid, 
single super phosphate, phosphoric acid and dicalcium phosphate. Our retail operations consist of 
producing, distributing and selling blended NPK formulas and other fertilizer products directly to retailers, 
processing and trading companies and farmers, primarily in Brazil, as well as in Argentina and Paraguay. 
These fertilizers are used for a variety of crops, including soybeans, corn, cotton, sugar cane, wheat and 
coffee. We market our fertilizers under the JAP, Manah, Ouro Verde and Serrana brands. 


Raw Materials. The principal raw materials used in our fertilizer division are sulfur, sulfuric acid, 
phosphate rock and phosphate-based products in the phosphate chain, various nitrogen-based products in 
the nitrogen chain and various potash-based products in the potash chain. Through our phosphate mines, 
we were able to supply approximately 70% of our total phosphate requirements in 2006. We purchased the 
balance from third-party suppliers located in Brazil or internationally. Our sulfuric acid production 
capacity was sufficient to supply approximately 95% of our needs in 2006. In 2006, we purchased 70% of 
our demand for nitrogen-based and all of our demand for potash-based products from third-party suppliers 
located in Brazil or internationally. In anticipation of continued growth in the Brazilian agricultural sector 
and the related increase in demand for fertilizer, we have in recent years expanded and are continuing to 
expand our production capabilities at our phosphate mines and other raw material production facilities. 


The prices of fertilizer raw materials are determined by reference to international prices as a result of 
supply and demand factors. Each of these products is readily available in the international marketplace 
from multiple sources. 


Distribution and Logistics. Our phosphate mining operations in Brazil allow us to lower our logistics 
costs by reducing our use of imported raw materials, thereby reducing the associated transportation 
expenses. In addition, we reduce our logistics costs by back-hauling agricultural commodities from our 
inland commodities storage and processing locations to export points after delivery of imported fertilizer 
raw materials to our inland processing plants. 


Competition. Our main competitors in our fertilizer operations are Copebras, Fertipar, The Mosaic 
Company, Adubos Trevo (Yara) and Heringer. 
Food Products 


Overview. Our food products division consists of two business segments: edible oil products and 
milling products. We sell our products to three customer types or market channels: food processors, 
foodservice companies and retail outlets. The principal raw materials we use in our food products division 


are various crude and further-processed oils in our edible oil products segment, and corn and wheat in our 
milling products segment. As these raw materials are agricultural commodities, we expect supply to be 
adequate for our operational needs. We seek to realize synergies between our food products division and 
our agribusiness operations through our raw material procurement activities, enabling us to benefit from 
being an integrated, global enterprise. 


Edible Oil Products 


Products. Our edible oil products include bottled, packaged and bulk oils, shortenings, margarine, 
mayonnaise and other products derived from the vegetable oil refining process. We primarily use soybean, 
sunflower and rapeseed or canola oil that we produce in our oilseed processing operations as raw materials 
in this business. We are a leading seller of bottled vegetable oils worldwide, based on sales, and we have 
edible oil refining and packaging facilities in North America, South America, Europe and Asia. 


We sell our retail edible oil products in Brazil under a number of our own brands, including Soya, the 
leading bottled oil brand. We are also the market leader in the Brazilian margarine market with our brands 
Delicia and Primor. In addition, our brand Bunge Pro is the top foodservice shortening brand in Brazil. In 
the United States, our Elite brand is one of the leading foodservice brands of edible oil products. In 
addition, to address customer demand in the United States, we have broadened our portfolio of edible oil 
products which contain no or low levels of trans-fatty acids, including palm oil and palm oil blends, low 
linolenic soybean oil and other solutions. In Europe, we are the market leader in consumer bottled 
vegetable oils, which are sold in various local markets under brand names including Oli, Venusz, Floriol, 
Kujawski, Olek, Unisol, Ideal and Oleina. In India, our primary brands include Dalda, Chambal and 
Masterline. In several markets we also sell bottled edible oil products to grocery store chains for sale under 
their own private labels. 


Distribution and Customers. Our customers include baked goods companies, snack food producers, 
restaurant chains, foodservice distributors and other food manufacturers who use vegetable oils and 
shortenings as inputs in their operations, as well as retail consumers. 


Competition. In the United States, Brazil and Canada, our principal competitors in the edible oil 
products business include ADM, Cargill, Associated British Foods plc, Unilever and Ventura Foods, LLC, 
among others. In Europe, our consumer bottled oils compete with ADM, Cargill, Unilever and with 
various local companies in each country. 


Milling Products 


Products. Our milling products include wheat flours sold primarily in Brazil and corn products sold 
in North America. Our corn products consist of dry milled corn grits, meal and flours, as well as soy- 
fortified corn meal, corn-soy blend and other similar products. We also produce corn oil and corn feed 
products. 


Distribution and Customers. In Brazil, the primary customers for our wheat milling products are 
industrial, bakery and foodservice companies. In North America, the primary customers for our corn 
products are companies in the food processing sector and the U.S. government for humanitarian relief 
programs. Our corn grits and meal are used primarily in the ready-to-eat cereal, snack food and brewing 
industries. Our corn oil and feed products are sold to edible oil processors and animal feed markets, 
respectively. 


Competition. The wheat milling industry in Brazil is competitive, with many small regional 
producers. Our major competitors in Brazil are Pena Branca Alimentos, M. Dias Branco S.A. and Moinho 
Pacifico. Our major competitors in our North American corn products business include Cargill, Didion 
Milling Company, and J.R. Short Milling Co. 


Risk Management 


Effective risk management is a fundamental aspect of our business. Correctly anticipating market 
developments to optimize timing of purchases, sales and hedging is essential for maximizing the return on 
our assets. We engage in commodity price hedging in our agribusiness and food products divisions to 
reduce the impact of volatility in the prices of the principal agricultural commodities we use in those 
divisions. Our manufacturing operations use substantial amounts of energy including natural gas, steam 
and fuel oil. We engage in energy cost hedging to reduce our exposure to volatility in energy costs. We also 
engage in foreign currency and interest rate hedging. In addition, we enter into certain freight agreements 
relating to the transportation of our products in order to reduce our exposure to volatility in freight costs. 
Our risk management decisions take place in various markets but exposure limits are centrally set and 
monitored. Commodity exposure limits are designed to consider notional exposure to price and relative 
price (or “basis”) volatility as well as value-at-risk in any given market. For foreign exchange risk, we 
require our positions to be hedged in accordance with our foreign exchange policies. We have a risk 
management group which focuses on managing our risk exposures globally across product lines. In 
addition, we have a finance and risk policy committee of our board of directors that supervises and reviews 
our overall risk management policies and risk limits. We also periodically review our risk management 
policies, procedures and systems with outside consultants. See “Item 7A. Quantitative and Qualitative 
Disclosures About Market Risk.” 


Operating Segments and Geographic Areas 


The following tables set forth our net sales to external customers by operating segment, net sales to 
external customers by geographic area and our long-lived assets by geographic area. Net sales to external 
customers by geographic area are determined based on the location of the subsidiary making the sale. 


Year Ended December 31, 
2006 2005 2004 
(US$ in millions) 

Net Sales to External Customers by Operating Segment(1): 
APTIDUSINGSS ce nets tetauenngntetertiaguiodsae elses ceeadeandaned ban $19,106 $17,459 $17,977 
] Yc) 81 Ao) Cae 2,602 2,674 2,581 
EGiblé Ol Products s.2.2ccceree we cedena eats seagauawaamanawauavens 3,601 3,385 3,872 
Miallin® Products < éct:siz, gins. cus cam ates edaahsPiA shana weAaeanaaeaaes 965 859 804 

LOtal as cacti tatann toga tees ty oS ia: CRASS AS ES AR GAAS Aw SRR AS aM oa AwS $26,274 $24,377 $25,234 

Year Ended December 31, 
2006 2005 2004 
(US$ in millions) 

Net Sales to External Customers by Geographic Area: 
BUtODe sents toch sete heed dudiedaa nde cue eneaeieeaneonies $ 8,914 $ 8,904 $ 8,777 
Wnited Statessi csc cdevavesones ebay aber rear ebesnbenbca ceasantaaees 6,331 6,076 6,783 
Brazil 4.62 cncnetehanenake dened ekebeded a 40 ada ai es Oven Rede OOS 5,603 5,096 5,005 
PAS AN cos ste tcl ac Actes ced a ae cartier cer UE cai cab cande ayaue indus ate vate 3,898 2,956 3,225 
Canadas ccco iver ngcbaveoee ne ogee ce obo eee Fhe de eea nee aEeEeETendens 1,011 957 1,160 
ATPCNUM A atcco. chad oneal ewes Geng, tw too ae, dite jee ase. gees, ea als, bier 491 362 262 
ReSt Of WOLD sscicccaceediiciad dnsadadaes sie Sade b2 ROR REA BETA SA aE TES 26 26 22 

Ota eave see este eS WRGk 14 OL OMA A LEAS ANE AS $26,274 $24,377 $25,234 


Year Ended December 31, 


2006 2005 2004 
(US$ in millions) 

Long-Lived Assets by Geographic Area(2): 
BaZa wah dc: cantik eatnaimnewane ee eanas Aeceky bale Mee eae eee nee Se $ 2,319 $ 2,035 $ 1,759 
Wnited States << 5c. c hhh id 535d SSS EGRESS GSES HATER ORS 930 963 1,021 
PUT OPC: 5, s55,555 2.5.1. stadt ste ie dts 41s dress a 4s 0.4 3 ales sani ane Gaus alan ages 824 505 410 
ATOCNUNA tic ncas acneiaeaverseanssorseanedsee ster aeeseausteate ee ake 146 137 113 
Rest Of World: G2iccadaicaaa tha bated tie bo0e BG BAe EGA eR AGATE RDS 211 153 120 

LotaleccccickeGenseaGeeeewea selene aces Saea eeeaeksageaeeetaansees $ 4,430 $ 3,793 $ 3,423 


(1) During the year ended December 31, 2006, we reclassified certain edible oil product lines from the 
agribusiness segment to the edible oil products segment. As a result, amounts for the year ended 
December 31, 2005 and 2004 have been reclassified to conform to the current presentation. During 
the year ended December 31, 2006, we corrected our classification of interest on advances to suppliers 
by reclassifying amounts from cost of goods sold to net sales. The effect of this reclassification was to 
increase net sales by $78 million, $102 million and $66 million for the years ended December 31, 2006, 
2005 and 2004, respectively. 


(2) Long-lived assets include property, plant and equipment, net, goodwill and other intangible assets, net 
and investments in affiliates. 


Please see Note 24 to our consolidated financial statements included as part of this Annual Report on 
Form 10-K for additional information on our total assets, segment operating profit, and our net sales and 
other financial information by operating segment. 


Investments and Alliances 


We participate in several unconsolidated joint ventures and other investments accounted for on the 
equity method, the most significant of which are described below. We do not allocate equity in earnings of 
affiliates to our reporting segments. For additional information on our joint ventures and other 
investments, see Note 9 to our consolidated financial statements included as part of this Annual Report on 
Form 10-K. 


We also seek to establish alliances with partners whose business activities and other capabilities 
complement our own. We have such an alliance with E.I. du Pont de Nemours and Company (DuPont). 
This alliance consists in part of a joint venture, The Solae Company, which is further described below. It 
also includes a biotechnology agreement to jointly develop and commercialize soybeans with improved 
quality traits, and an alliance to develop a broader offering of services and products to farmers. In 2006, we 
and DuPont announced the expansion of our soy collaboration activities beyond food and nutrition 
products to include industrial applications, biofuels and other opportunities. In 2006, as part of our alliance 
to offer products and services to farmers, we and DuPont also established a jointly-owned company to 
offer financial services to farmers in Brazil, which is currently in a start-up phase of operations. 


Agribusiness 


Terminal 6 S.A. and Terminal 6 Industrial S.A. We have a joint venture in Argentina with Aceitera 
General Deheza S.A. (AGD), for the operation of the Terminal 6 port facility located in the Santa Fe 
province of Argentina. We are also a party to a second joint venture with AGD that operates a crushing 
facility located adjacent to the Terminal 6 port facility. We own 40% and 50%, respectively, of these joint 
ventures. 


AGRI-Bunge, LLC. We have a joint venture in the United States with AGRI Industries, an Iowa 
farmer-owned cooperative. The joint venture originates grain and operates Mississippi river terminals. We 
have 50% voting power and a 34% interest in the equity and earnings of AGRI-Bunge, LLC. 


Fertilizer 


Fosbrasil S.A. We are a party to this joint venture in Brazil, of which we own 44.25%, with Astaris 
Brasil Ltda. and Societé Chimique Prayon Rupel S.A. Fosbrasil S.A. operates an industrial plant in Cajati, 
Sao Paulo, Brazil that converts phosphoric acid used in animal nutrition into phosphoric acid for human 
consumption. 


Food Products 


The Solae Company.  Solae is a joint venture with DuPont. Solae is engaged in the global production 
and distribution of specialty food ingredients, including soy proteins and lecithins. We have a 28% interest 
in Solae. 


Saipol S.A.S. Saipol is a joint venture with Sofiproteol, the financial arm of the French oilseed 
farmers’ association. Saipol is engaged in oilseed processing and the sale of branded bottled vegetable oils 
in France. We have a 33.34% interest in Saipol. 


Harinera La Espiga, S.A. de C.V. We are a party to this joint venture in Mexico with Grupo Neva, 
S.A. de C.V. and Cerrollera, S.A. de C.V. The joint venture has wheat milling and bakery dry mix 
operations in Mexico. We have a 31.5% interest in the joint venture. 


EFKO. We are a minority investor in the EFKO Group in Russia. EFKO is engaged in the 
production of edible oil products. We have a 25% interest in EFKO. 


Renewable Energy 


Diester Industries International S.A.S. (DI). We are a party to a joint venture with Diester Industries, 
a subsidiary of Sofiproteol, specializing in the production and marketing of biodiesel in Europe. We have a 
40% interest in DII. 


Biofuels Company of America, LLC. We are a 20% owner of this company along with Biodiesel 
Investment Group, LLC. The company is building a 45 million gallon per year biodiesel plant adjacent to 
Bunge’s soybean processing plant in Danville, Illinois. 


Bunge-Ergon Vicksburg, LLC. We are a 50% owner of this company along with Ergon Ethanol, Inc. 
The company is developing a 60 million gallon per year ethanol plant at the Port of Vicksburg, Mississippi. 


Southwest Iowa Renewable Energy, LLC. We are a 26% owner of this company. The other owners are 
primarily agricultural producers located in Southwest Iowa. The company is developing a 110 million 
gallon per year ethanol plant near Council Bluffs, Iowa. 


Renewable Energy Group, Inc. We have a 4% minority interest in this company. In addition to its 
other biodiesel management, construction and marketing activities, this company is pursuing the 
development of biodiesel plants near or adjacent to certain of our existing oilseed processing plants in the 
United States. 
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Research and Development, Patents and Licenses 


Our research and development activities are focused on developing products and optimizing 
techniques that will drive growth or otherwise add value to our core business lines. 


In our food products division, we have established research and development centers, located in the 
United States, Brazil and Hungary, to develop and enhance technology and processes associated with food 
products and marketing. 


Our total research and development expenses were $22 million in 2006, $18 million in 2005 and $14 
million in 2004. As of December 31, 2006, our research and development organization consisted of 
approximately 148 employees worldwide. 


We own trademarks on the majority of the brands we produce in our food products and fertilizer 
divisions. We typically obtain long-term licenses for the remainder. We have patents covering some of our 
products and manufacturing processes. However, we do not consider any of these patents to be material to 
our business. 


We believe we have taken appropriate steps to be the owner of or to be entitled to use all intellectual 
property rights necessary to carry out our business. 


Seasonality 


In our agribusiness division, we do not experience material seasonal fluctuations in volume since we 
are geographically diversified in the global agribusiness market. The worldwide need for food is not 
seasonal, but rather increases as populations increase. The geographic balance of our grain origination 
assets in the northern and southern hemispheres also assures us a more consistent supply of agricultural 
commodities throughout the year, although our overall supply of agricultural commodities can be impacted 
by adverse weather conditions. However, there is a degree of seasonality in our gross profit, as our higher 
margin oilseed processing operations experience increases in volumes in the second, third and fourth 
quarters of each year due to the timing of the South American and North American oilseed harvests. In 
addition, price and margin variations and increased availability of agricultural commodities at harvest 
times often cause fluctuations in our inventories and borrowings. 


In our fertilizer division, we are subject to seasonal trends based on the agricultural growing cycle in 
Brazil. As a result, our fertilizer sales are significantly higher in the third and fourth quarters of each year. 


In our food products division, there are no significant seasonal effects on our business. 


Government Regulation 


We are subject to a variety of laws in each of the countries in which we operate which govern various 
aspects of our business, including storage, processing and distribution of our agricultural commodity 
products, food processing, handling and storage, mining and port operations and environmental matters. 
To operate our facilities, we must obtain and maintain numerous permits, licenses and approvals from 
governmental agencies. In addition, our facilities are subject to periodic inspection by governmental 
agencies in each of the countries in which we do business throughout the world. Certain new regulations 
that had or are expected to have an impact on our industry are outlined below. 


GMO Regulation. Regulations have been passed in a number of countries related to the regulation 
of genetically modified organisms (GMOs). The European Parliament and the Council of the European 
Union (EU) have passed regulations which require labeling and traceability criteria for GMOs. Products 
derived from GMOs, including food and animal feed, must be labeled if they contain more than 0.9% 
genetically modified material. In Brazil, Brazilian law requires that all products intended for animal or 
human consumption be labeled if the GMO content of such product exceeds 1%. 


Trans-Fatty Acids Labeling Requirements and Restrictions. Certain of our soybean oil products that 
are sold in the United States contain trans-fatty acids as a result of being partially hydrogenated for use in 
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processed and packaged foods to extend shelf-life and stabilize flavor. On January 1, 2006, new U.S. Food 
and Drug Administration labeling rules took effect which require food processors to disclose levels of 
trans-fatty acids contained in their products. In addition, various local governments in the United States 
are considering, and some have enacted, restrictions on the use of trans-fats in restaurants. Several of our 
food processor, foodservice and other customers have either switched or indicated an intention to switch to 
edible oil products with lower levels of trans-fatty acids. As a result, we have broadened and are continuing 
to develop our portfolio of low, reduced and trans-fat free edible oil product offerings for our customers. 


Biofuels Legislation. In recent years, there has been increased interest throughout the world in the 
production of biofuels. Biofuels convert crops, such as sugar cane, corn, soybeans, palm oil, rapeseed or 
canola, and other oilseeds, into ethanol or biodiesel to extend, enhance or substitute for fossil fuels, and 
reduce carbon dioxide emissions. Production of biofuels has been increasing significantly in response to 
high fossil fuel prices coupled with government incentives for the production of biofuels that are being 
offered in many countries, including the United States, Brazil and many European countries. Furthermore, 
in certain countries, governmental authorities are mandating biofuels use in vehicles at specified levels. As 
such, the markets for agricultural commodities used in the production of biofuels, such as sugar cane, corn, 
soybeans, rapeseed or canola, palm oil and related commodity products are becoming increasingly affected 
by the growth of the biofuel industry and related legislation. 


Competitive Position 


Markets for most of our products are highly price competitive and sensitive to product substitution. 
Please see the “Competition” section contained in the discussion of each of our operating segments above 
for a list of the primary competitors in each segment. 


Environmental Matters 


We are subject to various environmental protection and occupational health and safety laws and 
regulations in the countries in which we operate. Our operations may emit or release certain substances, 
which may be regulated or limited by applicable laws and regulations. In addition, we handle and dispose 
of materials and wastes classified as hazardous or toxic by one or more regulatory agencies in our business. 
Handling hazardous or toxic materials and wastes is often subject to regulations and we incur costs to 
comply with health, safety and environmental regulations applicable to those activities. Compliance with 
environmental laws and regulations did not materially affect our capital expenditures or earnings in 2006, 
and, based on current laws and regulations, we do not expect that they will do so in 2007. 


In October 2006, certain of our U.S. subsidiaries entered into an agreement with the Department of 
Justice and the Environmental Protection Agency concerning air emissions at 11 U.S. soybean processing 
plants and a corn mill. The eight states in which the facilities are located also participated in the 
settlement. In the agreement, which is contained in a consent decree filed in federal court in Illinois on 
October 26, 2006, we agreed to implement a comprehensive plan to reduce emissions at our facilities by 
2,200 tons per year when fully implemented. As part of the settlement, we also agreed to pay a cash penalty 
of $625,000 and to spend an aggregate of $1.25 million to fund community-based environmental projects in 
the impacted states. We expect that compliance with the terms of the settlement agreement will not have a 
material adverse effect on our financial condition or results of operations. 


Employees 


The following tables indicate the distribution of our employees by business division and geographic 
region as of the dates indicated. 
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Employees by Business Division 


December 31, 
2006 2005 2004 
AGTIDUSINESS: 0. i:05.0.c02.000 b2cndngnrer eheegiaeaGacaedewGaGawadesadawaia 9,252 9,256 9,120 
RSG MIST as cee aodece hedes ceutes taps etch a deteete ra hone: HiT eauacuiens. tueaoe Gud ere dee ave seRibes ava aen centage 5,819 6,508 6,846 
FOOd products::i. ceticredereberedscractarseasasaaades aaanadusaaakees 7,453 7,731 8,655 
Total .cccccccaneanenoaan oa btate dit bitdidaeed saad eae eeed eaeaaaas 22,524 23,495 24,621 
Employees by Geographic Region 
December 31, 
2006 2005 2004 
NOTH AMECTICA 65.5cc.cc5. 05 28a30Rd RSET EEHRER SSSR ERE ASRS 3,861 3,909 4,140 
SOUtMAMECTICA 6:5 seer dae Hein waa Hao GEOG Nok Gales G Wak eames 12,310 13,762 14,904 
BUTOPS fies cchdtencedts acadteacadis apartrea nance deateadratus acatuanve dam atvenva se aemuniedss 5,401 5,094 4,390 
ASIA sis scaicck odae nd ox tee ob Gand nee dadh tad Gea Sead SG Aa Sa aaa se Saka Sae es 952 730 1,187 
MO Cag sass dcdutte ton ctacsesusbaysea tbactecreaate sacs ctlenie deatens eon lecev ara nccsseahea ces weauetaeenet 22,524 23,495 24,621 


Many of our employees are represented by labor unions, and their employment is governed by 
collective bargaining agreements. In general, we consider our employee relations to be good. 


Risks of Foreign Operations 


We are a global business with substantial assets located outside of the United States from which we 
derive a significant portion of our revenue. Our operations in South America and Europe are a 
fundamental part of our business. In addition, a key part of our strategy involves expanding our business in 
several emerging markets, including Eastern Europe and Asia. Volatile economic, political and market 
conditions in these and other emerging market countries may have a negative impact on our operating 
results and our ability to achieve our business strategies. For additional information see the discussion 
under “Item 1A. Risk Factors.” 


Insurance 


In each country where we conduct business, the businesses and assets are subject to varying degrees of 
risk and uncertainty. Bunge insures its businesses and assets in each country against insurable risks in a 
manner that it deems appropriate. As a result of our geographic dispersion, we believe that a loss from 
non-insurable events in any one country would not have a material adverse effect on our operations as a 
whole. 


Available Information 


Our website address is www.bunge.com. Through the “About Bunge—Investor Information—SEC 
Filings” section of our website, it is possible to access our periodic report filings with the Securities and 
Exchange Commission (SEC) pursuant to Section 13(a) or 15(d) of the Securities Exchange Act of 1934, as 
amended (the Exchange Act), including our Annual Report on Form 10-K, quarterly reports on 
Form 10-Q and current reports on Form 8-K, and any amendments to those reports. These reports are 
made available free of charge. Also, filings made pursuant to Section 16 of the Exchange Act with the SEC 
by our executive officers, directors and other reporting persons with respect to our common shares are 
made available, free of charge, through our website. Our periodic reports and amendments and the 
Section 16 filings are available through our website as soon as reasonably practicable after such report, 
amendment or filing is electronically filed with or furnished to the SEC. 


13 


Through the “About Bunge—Investor Information—Corporate Governance” section of our website, 
it is possible to access copies of the charters for our audit committee, compensation committee, finance 
and risk policy committee and corporate governance and nominations committee. Our corporate 
governance guidelines and our code of ethics are also available in this section of our website. Each of these 
documents is made available, free of charge, through our website and in print from us upon request. 


The foregoing information regarding our website and its content is for your convenience only. The 
information contained on or connected to our website is not deemed to be incorporated by reference in 
this report or filed with the SEC. 


In addition, you may read and copy any materials we file with the SEC at the SEC’s Public Reference 
Room at 100 F Street, N.E., Washington, D.C. 20549 and may obtain information on the operation of the 
Public Reference Room by calling the SEC at 1-800-SEC-0330. The SEC maintains an Internet website 
that contains reports, proxy and information statements, and other information regarding issuers that file 
electronically. The SEC website address is www.sec.gov. 


Bunge’s Chief Executive Officer and Chief Financial Officer have provided certifications to the SEC 
as required by Section 302 of the Sarbanes-Oxley Act of 2002. These certifications are included as exhibits 
to this Annual Report on Form 10-K. As required by the New York Stock Exchange (NYSE), on June 21, 
2006, our Chief Executive Officer submitted his certification to the NYSE that stated he was not aware of 
any violation of the NYSE corporate governance listing standards. 


Executive Officers and Key Employees of the Company 


Set forth below is certain information concerning the executive officers and key employees of the 
Company. 


Name Positions 

Alberto Weisser ................0. Chairman of the Board of Directors and Chief Executive Officer 
Andrew J. Burke. .............005. Co-CEO, Bunge Global Agribusiness 

Archibald Gwathmey.............. Co-CEO, Bunge Global Agribusiness 

Joao Fernando Kfouri............. Managing Director, Food Products Division, Bunge Limited 
Flavio Sa Carvalho................ Chief Personnel Officer 

William M. Wells ................. Chief Financial Officer 

Mario A. Barbosa Neto............ Chief Executive Officer, Bunge Fertilizantes S.A. 

Jean Louis Gourbin............... Chief Executive Officer, Bunge Europe 

Carl L. Hausmann ................ Chief Executive Officer, Bunge North America, Inc. 

Raul Padilla.................000., Chief Executive Officer, Bunge Argentina S.A. 

Sergio Roberto Waldrich .......... Chief Executive Officer, Bunge Alimentos S.A. 


In February 2007, Bunge announced that Mr. Wells will step down as Chief Financial Officer effective 
April 1, 2007 and that Mr. Burke will assume the role of interim Chief Financial Officer effective April 2, 
2007. 


Alberto Weisser, 51. Mr. Weisser is the Chairman of our board of directors and our Chief Executive 
Officer. Mr. Weisser has been with Bunge since July 1993. He has been a member of our board of directors 
since 1995, was appointed our Chief Executive Officer in January 1999 and became Chairman of the Board 
of Directors in July 1999. Prior to that, Mr. Weisser held the position of Chief Financial Officer. Prior to 
joining Bunge, Mr. Weisser worked for the BASF Group in various finance-related positions for 15 years. 
Mr. Weisser is also a member of the board of directors of International Paper Company and Ferro 
Corporation and a member of the North American Agribusiness Advisory Board of Rabobank. 

Mr. Weisser has a bachelor’s degree in Business Administration from the University of Sao Paulo, Brazil 
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and has participated in several post graduate programs at Harvard Business School. He has also attended 
INSEAD’s Management Development Program in France. 


Andrew J. Burke, 51. Mr. Burke has been Co-CEO, Bunge Global Agribusiness since 
November 2006. Mr. Burke joined Bunge in January 2002 as Managing Director, Soy Ingredients and New 
Business Development and later served as Managing Director, New Business. Prior to joining Bunge, 
Mr. Burke served as Chief Executive Officer of the U.S. subsidiary of Degussa AG, the German chemical 
company. He joined Degussa in 1983, where he held a variety of finance and marketing positions, including 
Chief Financial Officer and Executive Vice President of the U.S. chemical group. Prior to joining Degussa, 
Mr. Burke worked for Beecham Pharmaceuticals and was an auditor with Price Waterhouse & Company. 
Mr. Burke is a graduate of Villanova University and earned an M.B.A. from Manhattan College. 


Archibald Gwathmey, 55. Mr. Gwathmey has been Co-CEO, Bunge Global Agribusiness since 
November 2006. Prior to that, he served as the Managing Director of our agribusiness division since 
December 2002 and Chief Executive Officer of Bunge Global Markets, Inc., our former international 
marketing division, since 1999. Mr. Gwathmey joined Bunge in 1975 as a trainee and has over 25 years 
experience in commodities trading and oilseed processing. During his career with Bunge, he has served as 
head of the U.S. grain division and head of the U.S. oilseed processing division. Mr. Gwathmey graduated 
from Harvard College with a B.A. in Classics and English. He has also served as a Director of the National 
Oilseed Processors Association. 


Jodo Fernando Kfouri, 68. Mr. Kfouri has been the Managing Director of our food products division 
since May 2001. Prior to that, Mr. Kfouri was employed for 18 years with Joseph E. Seagram and Sons 
Ltd., most recently as President of the Americas division, with responsibility for North and South 
American operations. Prior to that, Mr. Kfouri worked for General Foods Corp., where he served in 
numerous capacities, including General Manager of Venezuelan operations. Mr. Kfouri received a degree 
in Business from the Sao Paulo School of Business Administration of the Getulio Vargas Foundation. 


Flavio Sa Carvalho, 63. Mr. Sa Carvalho has been our Chief Personnel Officer since 1998. Prior to 
joining Bunge, he served as Vice President of Human Resources at Aetna International, Inc. since 1994. 
Prior to that, he was with Bank of America for 12 years in multiple capacities, including Director of 
Human Resources for their Latin American operations, International Compensation and Benefits, 
Corporate Staffing and Planning and Vice President of International Human Resources. Mr. Sa Carvalho 
studied Mass Communications in Brazil and holds an M.S. in Education Research and Development from 
Florida State University. 


William M. Wells, 46. Mr. Wells has been our Chief Financial Officer since January 2000. Prior to 
that, Mr. Wells was with the McDonald’s Corporation for ten years, where he served in numerous 
capacities, including chief executive of System Capital Corporation, the McDonald’s System’s dedicated 
finance company, Chief Financial Officer of McDonald’s Brazil and Director of both U.S. and Latin 
American finance. Before McDonald’s, Mr. Wells was with Citibank N.A. in Brazil and New York. 

Mr. Wells is a member of the Board of Directors of Biovail Corporation. He is also a member of the 
Standard & Poor’s Corporate Issuer Advisory Board. He has a Master’s Degree in International Business 
from the University of South Carolina. 


Mario A. Barbosa Neto, 60. Mr. Barbosa Neto has been the Chief Executive Officer of Bunge 
Fertilizantes S.A., our Brazilian fertilizer subsidiary, since 1996 with the formation of Fertilizantes Serrana 
S.A., the predecessor company of Bunge Fertilizantes S.A. Mr. Barbosa Neto has over 25 years experience 
in the Brazilian fertilizer industry. Prior to joining Serrana, he served as superintendent of Fosfertil S.A. 
from 1992 to 1996 and was the Chief Financial Officer of Manah S.A. from 1980 to 1992. Mr. Barbosa 
Neto has a B.S. in Engineering from the University of Sao Paulo and an M.B.A. from the Getulio Vargas 
Foundation. Mr. Barbosa Neto is Vice President of the International Fertilizer Association. 
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Jean Louis Gourbin, 59. Mr. Gourbin has been the Chief Executive Officer of Bunge Europe since 
January 2004. Prior to that, Mr. Gourbin was with the Danone Group, where he served as Executive Vice 
President of Danone and President of its Biscuits and Cereal Products division since 1999. Before joining 
the Danone Group, Mr. Gourbin worked for more than 15 years with the Kellogg Company, where he last 
occupied the positions of President of Kellogg Europe and Executive Vice President of Kellogg. He has 
also held positions at Ralston Purina and Corn Products Company. Mr. Gourbin holds both a Bachelor’s 
and a Master’s degree in Economics from the Sorbonne. 


Carl L. Hausmann, 60. Mr. Hausmann has been the Chief Executive Officer of Bunge North 
America, Inc. since January 2004. Prior to that, he served as the Chief Executive Officer of Bunge Europe 
since October 15, 2002. Prior to that, he was the Chief Executive Officer of Cereol S.A. Mr. Hausmann was 
Chief Executive Officer of Cereol since its inception in July 2001. Prior to that, Cereol was a 100%-owned 
subsidiary of Eridania Beghin-Say. Mr. Hausmann worked in various capacities for Eridania Beghin-Say 
beginning in 1992. From 1978 to 1992, he worked for Continental Grain Company. He has served as 
Director of the National Oilseed Processors Association and as the President and Director of Fediol, the 
European Oilseed Processors Association. Mr. Hausmann has a B.S. degree from Boston College and an 
M.B.A. from INSEAD. 


Raul Padilla, 51. Mr. Padilla is the Chief Executive Officer of Bunge Argentina S.A., our oilseed 
processing and grain origination subsidiary in Argentina. He joined the company in 1991, becoming Chief 
Executive Officer and Commercial Director in 1999. Mr. Padilla has over 23 years experience in the 
oilseed processing and grain handling industries in Argentina, beginning his career with La Plata Cereal in 
1977. He serves as President of the Argentinean National Oilseed Crushers Association, Vice President of 
the International Association of Seed Crushers and is a Director of the Buenos Aires Cereal Exchange and 
the Rosario Futures Exchange. Mr. Padilla is a graduate of the University of Buenos Aires. 


Sergio Roberto Waldrich, 49. Mr. Waldrich has been the Chief Executive Officer of Bunge Alimentos 
S.A., our Brazilian agribusiness and food products subsidiary, since 2002. Prior to becoming the Chief 
Executive Officer of Bunge Alimentos, Mr. Waldrich was President of the Ceval Division of Bunge 
Alimentos for two years. He joined Ceval Alimentos, which was acquired by Bunge in 1997, as a trainee in 
1972. Mr. Waldrich worked in various positions over his career with the company, eventually serving as 
head of the poultry division. When the poultry division was spun off by Bunge into a separate company, 
Mr. Waldrich was named Vice President and General Manager of that company. He rejoined Ceval 
Alimentos in August 2000. Mr. Waldrich has a degree in Chemical Engineering from the University of 
Blumenau and an M.B.A. from the University of Floriandpolis. Mr. Waldrich is the former President of 
the Brazilian Pork Industry Association and the Brazilian Pork Export Association. 


Item 1A. Risk Factors 
Risk Factors 


Our business, financial condition or results of operations could be materially adversely affected by any of 
the risks and uncertainties described below. Additional risks not presently known to us, or that we currently 
deem immaterial, may also impair our financial condition and business operations. See “Cautionary Statement 
Regarding Forward-Looking Statements.” 


Risks Relating to Our Business and Industries 


The availability, demand for and price of agricultural commodities and agricultural commodity products can be 
affected by weather, disease and other factors beyond our control. 


Weather conditions have historically caused volatility in the agricultural commodities industry and 
consequently in our operating results by causing crop failures or significantly reduced harvests, which can 
adversely affect the supply and pricing of the agricultural commodities that we sell and use in our business, 
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reduce the demand for our fertilizer products and negatively affect the creditworthiness of our customers 
and suppliers. The availability and price of agriculture commodities are also subject to other unpredictable 
factors, such as plantings, government farm programs and policies and changes in global demand resulting 
from population growth and changes in standards of living. In addition, the supply and price of agricultural 
commodities can be affected by factors such as plant disease, including Asian soybean rust, which has in 
recent years affected soybean crops in Brazil and the United States. These factors may also cause volatility 
in the agricultural commodities industry and, consequently, in our operating results. 


We are vulnerable to cyclicality in the oilseed processing industry and increases in raw material prices. 


In the oilseed processing industry, the lead time required to build an oilseed processing plant can 
make it difficult to time capacity additions with market demand for oilseed products such as meal and oil. 
When additional processing capacity becomes operational, a temporary imbalance between the supply and 
demand for oilseed processing capacity might exist, which until it is corrected, negatively impacts oilseed 
processing margins. Oilseed processing margins will continue to fluctuate following industry cycles, which 
could negatively impact our profitability. 


Our food products and fertilizer divisions may also be adversely affected by increases in the price of 
agricultural commodities and fertilizer raw materials that are caused by market fluctuations beyond our 
control. As a result of competitive conditions in our food products businesses, we may not be able to 
recoup increases in the cost of raw materials through increases in sales prices for our products, which 
would adversely affect our profitability. In addition, increases in fertilizer prices due to higher raw material 
costs could adversely affect demand for our products. 


We are subject to economic and political instability and other risks of doing business globally and in emerging 
markets. 


We are a global business with substantial assets located outside of the United States from which we 
derive a significant portion of our revenue. Our operations in South America and Europe are a 
fundamental part of our business. In addition, a key part of our strategy involves expanding our business in 
several emerging markets, including Eastern Europe and Asia. Volatile economic, political and market 
conditions in these and other emerging market countries may have a negative impact on our operating 
results and our ability to achieve our business strategies. 


We are exposed to currency exchange rate fluctuations because a significant portion of our net sales 
and expenses are denominated in currencies other than the U.S. dollar. Changes in exchange rates 
between the U.S. dollar and other currencies, particularly the Brazilian real, the Argentine peso and the 
European euro, affect our expenses that are denominated in local currencies, affect farm economics in 
those markets and may have a negative impact on the value of our assets located outside of the United 
States. 


We are also exposed to other risks of international operations, including: 


e increased governmental ownership, including through expropriation, and regulation of the economy 
in the markets where we operate; 


e inflation and adverse economic conditions resulting from governmental attempts to reduce 
inflation, such as imposition of higher interest rates and wage and price controls; 
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e trade barriers on imports or exports, such as quotas or higher tariffs and taxes on imports of 
agricultural commodities and commodity products; 


e changes in the tax laws or potentially adverse tax regulations in the countries where we operate; 
e exchange controls or other currency restrictions; and 
e civil unrest or significant political instability. 


The occurrence of any of these events in the markets where we operate or in other markets where we 
plan to expand or develop our business could jeopardize or limit our ability to transact business in those 
markets and could adversely affect our revenues and operating results. 


Government policies and regulations affecting the agricultural sector and related industries could adversely affect 
our operations and profitability. 


Agricultural production and trade flows are significantly affected by government policies and 
regulations. Governmental policies affecting the agricultural industry, such as taxes, tariffs, duties, 
subsidies and import and export restrictions on agricultural commodities and commodity products, can 
influence industry profitability, the planting of certain crops versus other uses of agricultural resources, the 
location and size of crop production, whether unprocessed or processed commodity products are traded 
and the volume and types of imports and exports. In addition, international trade disputes can adversely 
affect agricultural commodity trade flows by limiting or disrupting trade between countries or regions. 
Future government policies may adversely affect the supply, demand for and prices of our products, 
restrict our ability to do business in our existing and target markets and could cause our financial results to 
suffer. 


The expansion of our business through acquisitions and strategic alliances poses risks that may reduce the 
benefits we anticipate from these transactions. 


We have been an active acquirer of other companies, and we have strategic alliances and joint 
ventures with several partners. Part of our strategy involves acquisitions, alliances and joint ventures 
designed to expand and enhance our business. Our ability to benefit from acquisitions and alliances 
depends on many factors, including our ability to identify acquisition or alliance prospects, access capital 
markets at an acceptable cost of capital, negotiate favorable transaction terms and successfully integrate 
any businesses we acquire. 


Integrating businesses we acquire into our operational framework may involve unanticipated delays, 
costs and other operational problems. If we encounter unexpected problems with one of our acquisitions 
or alliances, our senior management may be required to divert attention away from other aspects of our 
businesses to address these problems. 


Acquisitions also pose the risk that we may be exposed to successor liability relating to actions by an 
acquired company and its management before the acquisition. The due diligence we conduct in connection 
with an acquisition, and any contractual guarantees or indemnities that we receive from the sellers of 
acquired companies, may not be sufficient to protect us from, or compensate us for, actual liabilities. A 
material liability associated with an acquisition could adversely affect our reputation and results of 
operations and reduce the benefits of the acquisition. 


We are subject to food and feed industry risks. 


We are subject to food and feed industry risks which include, but are not limited to, product spoilage 
or contamination, government regulation of the food and feed industry, including processing and labeling 


18 


regulations, shifting customer and consumer preferences and concerns, including concerns regarding trans- 
fatty acids and, as further discussed below, genetically modified organisms as well as other environmental 
concerns, and potential product liability claims. These matters could adversely affect our revenues and 
operating results. 


The use of genetically modified organisms (GMOs) in food and animal feed has been met with varying 
acceptance in the different markets in which we operate. In some of the markets where we sell our 
products, most significantly the European Union and Brazil, government regulations limit sales or require 
labeling of GMO products. We may inadvertently deliver products that contain GMOs to customers that 
request GMO-free products. As a result, we could lose customers, incur liability and damage our 
reputation. In addition, in certain countries we may be subject to claims or other actions relating to the 
alleged infringement of intellectual property rights associated with our handling of genetically modified 
agricultural commodities, which could result in increased costs for our business. 


In addition, certain of our products are used as, or as ingredients in, livestock and poultry feed, and as 
such, we are subject to demand risks associated with the outbreak of disease in livestock and poultry, 
including, but not limited to, avian influenza. The outbreak of disease could adversely affect demand for 
our products used in livestock and poultry feed. A decrease in demand for these products could adversely 
affect our revenues and operating results. 


We face intense competition in each of our divisions, particularly in our agribusiness and food products divisions. 


We face significant competition in each of our divisions, particularly in our agribusiness and food 
products divisions. We have numerous competitors, some of which may be larger and have greater 
financial resources than we have. In addition, we face significant competitive challenges outlined below. 


Agribusiness. The markets for our products are highly price competitive and are sensitive to product 
substitution. We compete against large multinational, regional and national suppliers, processors and 
distributors and farm cooperatives. Competition is based on price, product and service offerings and 
geographic location. 


Food Products. Several of the markets in which our food products division operates, particularly 
those in which we sell retail consumer products, are mature and highly competitive. In addition, 
consolidation in the supermarket industry has resulted in our retail customers demanding lower prices and 
reducing the number of suppliers with which they do business. To compete effectively in our food products 
division, we must establish and maintain favorable brand recognition, efficiently manage distribution, gain 
sufficient market share, develop products sought by consumers and other customers, implement 
appropriate pricing, provide marketing support and obtain access to retail outlets and sufficient shelf space 
for our retail products. In addition, sales of our soybean oil products could be subject to increased 
competition as a result of adverse publicity and labeling requirements in the U.S. associated with trans- 
fatty acids. If our competitors are able to offer or develop low trans-fatty acid products more economically 
or quickly than we can, our competitive position could suffer and our edible oil products segment revenues 
and profits could be negatively affected. 


Competition could cause us to lose market share, exit certain lines of business, increase expenditures 
or reduce pricing, each of which could have an adverse effect on our revenues and profitability. 
We are subject to environmental regulation in numerous jurisdictions and may be exposed to liability as a result of 


our handling of hazardous materials and commodities storage operations. 


Our operations are regulated by environmental laws and regulations in the countries where we 
operate, including those governing the labeling, use, storage, discharge and disposal of hazardous 
materials. These laws and regulations require us to implement procedures for the handling of hazardous 
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materials and for operating in potentially hazardous conditions, and they impose liability on us for the 
cleanup of any environmental contamination. In addition to liabilities arising out of our current and future 
operations for which we have ongoing processes to manage compliance with environmental obligations, we 
may be subject to liabilities for past operations at current facilities and in some cases to liabilities for past 
operations by us at facilities that we no longer own or operate. We may also be subject to liabilities for 
operations of acquired companies. In addition, the storage and processing of our products may create 
hazardous conditions. For example, we use hexane in our oilseed processing operations, and hexane can 
cause explosions that could harm our employees or damage our facilities. Our agricultural commodities 
storage operations also create dust that has caused explosions in our grain elevators. We may incur 
material costs or liabilities to comply with environmental requirements. In addition, changes in 
environmental requirements or an unanticipated significant adverse environmental event could have a 
material adverse effect on our business, financial condition and results of operations. See “Item 1. 
Business—Government Regulation” and “Item 1. Business—Environmental Matters.” 


We advance significant capital and provide other financing arrangements to farmers in Brazil and, as a result, 
our business and financial results may be adversely affected if these farmers are unable to repay the capital we 
have advanced to them. 


In Brazil, where there are fewer third-party financing sources available to farmers, we provide 
financing services to farmers from whom we purchase soybeans and other agricultural commodities 
through prepaid commodity purchase contracts and advances to farmers, which are typically secured by the 
farmer’s crop and a mortgage on the farmer’s land and other assets. At December 31, 2006 and 2005, we 
had approximately $866 million and $924 million in outstanding prepaid commodity purchase contracts 
and advances to farmers, respectively. We are exposed to the risk that the underlying crop will be unable to 
satisfy a farmer’s obligation under the financing arrangements as a result of weather and crop growing 
conditions, fluctuations in commodity prices and other factors that influence the price, supply and demand 
for agricultural commodities. In addition, any collateral held by us as part of these financing transactions 
may not be sufficient to fully protect us from loss. In addition, we sell fertilizer on credit to farmers in 
Brazil. At December 31, 2006 and 2005, our total fertilizer segment accounts receivable were $746 million 
and $676 million, respectively. During 2006, approximately 63% of our fertilizer sales were made on credit. 
Furthermore, in connection with our fertilizer sales, we issue guarantees to a financial institution in Brazil 
related to amounts owed the institution by certain of our farmer customers. For additional information on 
our guarantees see Note 19 to our consolidated financial statements included as part of this Annual Report 
on Form 10-K. In the event that the customers default on their payments to us or the financial institution 
under these financing arrangements, we would be required to recognize the associated bad debt expense or 
perform under the guarantees, as the case may be. Although our prior loss experience has been minimal, 
significant defaults by farmers under these financial arrangements could adversely affect our financial 
condition and results of operations. 


We are a capital intensive business and depend on cash provided by our operations as well as access to external 
financing to operate and expand our business. 


We require significant amounts of capital to operate our business and fund capital expenditures. Our 
future funding requirements will depend, in large part, on our working capital requirements and the nature 
of our capital expenditures. We are required to make substantial capital expenditures to maintain, upgrade 
and expand our extensive network of storage facilities, processing plants, refineries, mills, mines, ports, 
transportation assets and other facilities to keep pace with competitive developments, technological 
advances and changing safety standards in our industry. In addition, the expansion of our business and 
pursuit of acquisitions or other business opportunities may require us to have access to significant amounts 
of capital. We intend to fund a portion of our future capital expenditures, working capital and other 
funding requirements from our cash flows provided by operating activities and from external sources of 
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financing. If we are unable to generate sufficient cash flows or raise sufficient external financing on 
attractive terms to fund these activities, we may not be able to achieve our desired operating efficiencies 
and expansion plans, which may adversely impact our competitiveness and, therefore, our results of 
operations. In addition, significant unbudgeted increases in our capital expenditures could adversely affect 
us. 


As of December 31, 2006, we had $3,484 million in total indebtedness. Our indebtedness could limit 
our ability to obtain additional financing, limit our flexibility in planning for, or reacting to, changes in the 
markets in which we compete, place us at a competitive disadvantage compared to our competitors that are 
less leveraged than we are and require us to dedicate more cash on a relative basis to servicing our debt 
and less to developing our business. This may limit our ability to run our business and use our resources in 
the manner in which we would like. 


In June 2006, Standard & Poor’s Ratings Services (S&P) and Fitch Ratings revised their outlook on 
the credit rating of our unsecured guaranteed senior notes to “BBB with a negative outlook” from “BBB 
with a stable outlook”. Subsequently, on November 14, 2006, S&P lowered the credit rating on our 
unsecured guaranteed senior notes to “BBB- with a stable outlook” from “BBB with a negative outlook”. 
Also, on July 31, 2006, Moody’s Investors Service (Moody’s) placed the Baa2 rating on our unsecured 
guaranteed senior notes under review for possible downgrade. Subsequently, on December 4, 2006, 
Moody’s revised their outlook on the credit rating of our guaranteed senior unsecured notes to “Baa2 with 
a negative outlook” from “Baa2”. We do not have any ratings downgrade triggers that would accelerate the 
maturity of our debt. However, credit rating downgrades would increase our borrowing costs under our 
credit facilities and, depending on their severity, affect our ability to renew existing or to obtain new credit 
facilities or access the capital markets in the future on favorable terms. We may also be required to post 
collateral or provide third-party credit support under certain agreements as a result of such downgrades. 
An interruption of our access to credit or a significant increase in our borrowing costs could impair our 
ability to compete effectively in our business relative to competitors with lower amounts of indebtedness 
and/or higher credit ratings. 


Our risk management strategy may not be effective. 


Our business is affected by fluctuations in agricultural commodities prices, freight rates, energy prices, 
interest rates and foreign currency exchange rates. We engage in hedging transactions to manage these 
risks. However, our hedging strategy may not be successful in minimizing our exposure to these 
fluctuations. In addition, our control procedures and risk management policies may not successfully 
prevent our traders from entering into unauthorized transactions that have the potential to impair our 
financial position. See “Item 7A. Quantitative and Qualitative Disclosures About Market Risk.” 


Risks Relating to Our Common Shares 


We are a Bermuda company, and it may be difficult for you to enforce judgments against us and our directors and 
executive officers. 


We are a Bermuda exempted company. As a result, the rights of holders of our common shares will be 
governed by Bermuda law and our memorandum of association and bye-laws. The rights of shareholders 
under Bermuda law may differ from the rights of shareholders of companies or corporations incorporated 
in other jurisdictions. Most of our directors and some of our officers are not residents of the United States, 
and a substantial portion of our assets and the assets of those directors and officers are located outside the 
United States. As a result, it may be difficult for you to effect service of process on those persons in the 
United States or to enforce in the U.S. judgments obtained in U.S. courts against us or those persons based 
on civil liability provisions of the U.S. securities laws. It is doubtful whether courts in Bermuda will enforce 
judgments obtained in other jurisdictions, including the United States, against us or our directors or 
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officers under the securities laws of those jurisdictions or entertain actions in Bermuda against us or our 
directors or officers under the securities laws of other jurisdictions. 


Our bye-laws restrict shareholders from bringing legal action against our officers and directors. 


Our bye-laws contain a broad waiver by our shareholders of any claim or right of action, both 
individually and on our behalf, against any of our officers or directors. The waiver applies to any action 
taken by an officer or director, or the failure of an officer or director to take any action, in the 
performance of his or her duties, except with respect to any matter involving any fraud or dishonesty on the 
part of the officer or director. This waiver limits the right of shareholders to assert claims against our 
officers and directors unless the act or failure to act involves fraud or dishonesty. 


We have anti-takeover provisions in our bye-laws and have adopted a shareholder rights plan that may discourage 
a change of control. 


Our bye-laws contain provisions that could make it more difficult for a third-party to acquire us 
without the consent of our board of directors. These provisions provide for: 


e aclassified board of directors with staggered three-year terms; 


e directors to be removed without cause only upon the affirmative vote of at least 66% of all votes 
attaching to all shares then in issue entitling the holder to attend and vote on the resolution; 


e restrictions on the time period in which directors may be nominated; 


e our board of directors to determine the powers, preferences and rights of our preference shares and 
to issue the preference shares without shareholder approval; and 


e an affirmative vote of at least 66% of all votes attaching to all shares then in issue entitling the 
holder to attend and vote on the resolution for some business combination transactions, which have 
not been approved by our board of directors. 


In addition, we have a shareholder rights plan which will entitle shareholders to purchase our Series A 
Preference Shares if a third-party acquires beneficial ownership of 20% or more of our common shares. In 
some circumstances, shareholders are also entitled to purchase the common stock of a company issuing 
shares in exchange for our common shares in a merger, amalgamation or tender offer or a company 
acquiring most of our assets. Although our shareholder rights plan is scheduled to terminate in 
August 2007, our board of directors could, under certain circumstances following such termination, adopt a 
new shareholder rights plan in the future. 


These provisions could make it more difficult for a third-party to acquire us, even if the third-party’s 
offer may be considered beneficial by many shareholders. As a result, shareholders may be limited in their 
ability to obtain a premium for their shares. 


We may become a passive foreign investment company, which could result in adverse U.S. tax consequences to 
U.S. investors. 


Adverse U.S. federal income tax rules apply to U.S. investors owning shares of a “passive foreign 
investment company,” or PFIC, directly or indirectly. We will be classified as a PFIC for U.S. federal 
income tax purposes if 50% or more of our assets, including goodwill (based on an annual quarterly 
average), are passive assets, or 75% or more of our annual gross income is derived from passive assets. The 
calculation of goodwill will be based, in part, on the then market value of our common shares, which is 
subject to change. Based on certain estimates of our gross income and gross assets available as of 
December 31, 2006 and relying on certain exceptions in the applicable U.S. Treasury regulations, we do 
not believe that we are currently a PFIC. Characterization as a PFIC could result in adverse U.S. tax 
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consequences to U.S. investors in our common shares. In particular, absent an election described below, a 
USS. investor would be subject to U.S. federal income tax at ordinary income tax rates, plus a possible 
interest charge, in respect of gain derived from a disposition of our shares, as well as certain distributions 
by us. In addition, a step-up in the tax basis of our shares would not be available upon the death of an 
individual shareholder, and the preferential U.S. federal income tax rates generally applicable to qualified 
dividend income of certain U.S. investors would not apply. Since PFIC status is determined by us on an 
annual basis and will depend on the composition of our income and assets and the nature of our activities 
from time to time, we cannot assure you that we will not be considered a PFIC for the current or any 
future taxable year. If we are treated as a PFIC for any taxable year, U.S. investors may desire to make an 
election to treat us as a “qualified electing fund” with respect to shares owned (a “QEF election”), in 
which case U.S. investors will be required to take into account a pro rata share of our earnings and net 
capital gain for each year, regardless of whether we make any distributions. As an alternative to the QEF 
election, a U.S. investor may be able to make an election to “mark to market” our shares each taxable year 
and recognize ordinary income pursuant to such election based upon increases in the value of our shares. 


Item 1B. Unresolved Staff Comments 


Not applicable. 


Item 2. Properties 


The following tables provide information on our principal operating facilities as of December 31, 
2006. 


Facilities by Division 


Aggregate 
Daily Aggregate 
Production Daily 
Capacity Storage Capacity 
Division (metric tons) 
ASBTIDUSIMESS cis: cece: cctncauavattnvavaranenerevcuenuena:e <i8 4 aie teuouneubicn oleae lah nance ERS 150,418 11,405,278 
Te MA sgt osha cet cask oecece eas aoe Pee LG aoa a co eeadaae 148,026 3,012,669 
POO Products s.2.5.5.54.55.5.636.346.24 64.505 baw A484 4e BES BEARERS BSE ROSS SSS 37,009 553,417 
Facilities by Geographic Region 
Aggregate 
Daily Aggregate 
Production Daily 
Capacity Storage Capacity 
Region (metric tons) 
North AMm@ri cals. iisses.ccdsas. 543 a ecw fhscea eek des aehvern deb dee state qeaind Malad tian ae timed 63,814 7,139,235 
South America: .aic.ccecaavtewenwe openeden ageeaton acebar onae ceed He ae He 218,275 5,701,235 
BULOPe 5.25 Soei whoa theiaiaeandgnkareke ahedakedaqmaninenacgarasegeus 53,364 2,130,894 


In addition, we have operations in various ports either directly or through alliances and joint ventures. 
Our corporate headquarters in White Plains, New York, occupy approximately 35,000 square feet of space 
under a lease that expires in February 2013. We also lease offices for our international marketing 
operations worldwide. 


We believe that our facilities are adequate to address our operational requirements. 
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Agribusiness 


In our agribusiness operations, we have approximately 300 grain storage facilities that are located 
close to agricultural production areas and export locations. We also have approximately 50 oilseed 
processing plants and approximately 18 marketing and distribution offices throughout the world. 


Fertilizer 


In our fertilizer division, we currently operate four phosphate mines in Brazil. In addition to our 
phosphate mines, we also operate approximately 43 processing plants that are strategically located in the 
key fertilizer consumption regions of Brazil, thereby reducing transportation costs to deliver our products 
to our customers. Our mines are operated under concessions from the Brazilian government. The 
following table sets forth information about the phosphate production of our mines: 


Annual Phosphate 
Production for the Estimated Years 
Year Ended of Reserves 
Name December 31, 2006 Remaining 
(millions of metric tons) 
A a en ee ne ee eee Pere er eee ee eee 0.9 21(1) 
Cajal oeccket cease soak oheh eek eh ohe dad eiee Sool ogee See essseg ate 0.6 17(1) 
Catala?) iste ec tsecteieeaeede rider diane Po Asseseade alesse hatanon 1.0 32 
MOUs esnace eae dyceten, seavagersye-d1 8 a quenerscs ales led Caesarean Gannineresaie ant eus i a) 54 


(1) We operate our mines under concessions granted by the Brazilian Ministry of Mines and Energy. The 
Araxa and Cajati mines operate under concession contracts that expire in 2027 and 2023, respectively, 
but may be renewed at our option for consecutive ten-year periods thereafter through the useful life 
of the mines. The number of years until reserve depletion represents the number of years until the 
initial expiration of those concession contracts. The concessions for the other mines have no specified 
termination dates and are granted for the useful life of the mines. 


(2) Bunge has a controlling interest in and consolidates the results of Fertilizantes Fosfatados S.A. - 
FOSFERTIL, which we refer to as Fosfertil. Fosfertil is a publicly traded phosphate and nitrogen 
producer in Brazil, and owns the Catalao and Tapira mines, as well as the Salitre mine described 
below. 


In addition to the mines listed above, we also have interests in three additional phosphate mines, 
Salitre, Anitapolis and Araxaé CBMM, with proven reserves where production has not yet commenced. Our 
interest in Anitapolis is through an unconsolidated joint venture. The production capacity for the Salitre, 
Anitapolis and Araxa CBMM mines is estimated to be approximately 1 million, 200,000 and 300,000 metric 
tons of phosphate per year, respectively. At this production level, the number of years until depletion of 
the phosphate reserves is expected to be 97 years for Salitre, 15 years for Anitapolis and 20 years for Araxa 
CBMM. 


Food Products 


In our food products operations, we have approximately 45 refining and bottling facilities and 20 other 
facilities dedicated to our food products operations throughout the world. 


Item 3. Legal Proceedings 


We are party to various legal proceedings in the ordinary course of our business. Although we cannot 
accurately predict the amount of any liability that may arise with respect to any of these matters, we do not 
expect any proceeding, if determined adversely to us, to have a material adverse effect on our consolidated 
financial position, results of operations or cash flows. Although we vigorously defend all claims, we make 
provision for potential liabilities when we deem them probable and reasonably estimable. These provisions 
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are based on current information and legal advice and are adjusted from time to time according to 
developments. 


Our Brazilian subsidiaries are subject to numerous pending tax claims by Brazilian federal, state and 
local tax authorities. We have reserved $164 million as of December 31, 2006 in respect of these claims. 
The Brazilian tax claims relate to income tax claims, value added tax claims and sales tax claims. The 
determination of the manner in which various Brazilian federal, state and municipal taxes apply to our 
operations is subject to varying interpretations arising from the complex nature of Brazilian tax laws and 
changes in those laws. In addition, we have numerous claims pending against Brazilian federal, state and 
local tax authorities to recover taxes previously paid by us. None of the claims filed against us individually 
represents a material amount and we do not expect the outcome of any of these proceedings, net of 
established reserves, to have a material adverse effect on our financial condition or results of operations. 


We are also a party to a number of labor claims relating to our Brazilian operations. We have reserved 
$102 million as of December 31, 2006 in respect of these claims. The labor claims primarily relate to 
dismissals, severance, health and safety, salary adjustments and supplementary retirement benefits. We do 
not expect the outcome of any of these proceedings, net of established reserves, to have a material adverse 
effect on our financial condition or results of operations. 


Several of our Brazilian subsidiaries have litigation pending in Brazil against Centrais Elétricas 
Brasileiras S.A. (Eletrobras), a publicly traded, government controlled holding company for Brazilian 
electric companies. The litigation is seeking interest, including adjustments for inflation, on amounts 
deposited with Eletrobras that were required by law from 1977 to 1993. In 2005, the Brazilian supreme 
court issued a judgment in favor of one of our Brazilian subsidiaries in respect of the subsidiary’s claim 
against Eletrobras. In 2006, upon court approval, we received payment of $6 million in partial settlement 
related to this claim. Although we expect to receive up to $45 million upon final settlement, based on our 
subsidiary’s claims against Eletrobras for which a judgment has been issued, amounts ultimately negotiated 
and approved by the Brazilian court could be substantially less. Similar claims by our other Brazilian 
subsidiaries against Eletrobras are also pending in the Brazilian courts. 


We conduct our Brazilian fertilizer operations through our wholly owned subsidiary, Bunge 
Fertilizantes S.A. We also have a controlling interest in and consolidate the results of Fosfertil, a publicly- 
traded phosphate and nitrogen producer in Brazil. In December 2006, Fosfertil announced a corporate 
reorganization intended to allow it to capture synergies and better compete in the domestic and 
international fertilizer market. As part of the proposed reorganization, Bunge Fertilizantes would become 
a subsidiary of Fosfertil, and our combined direct and indirect ownership of Fosfertil would increase. The 
reorganization is subject to approval by Fosfertil’s shareholders, and an indirect minority shareholder of 
Fosfertil has filed a legal challenge to the proposed reorganization in the Brazilian courts, which is 
currently pending and has suspended the implementation of the proposed reorganization. The 
reorganization is also subject to governmental approvals in Brazil. We intend to defend against this legal 
challenge, however, no assurance can be made as to the timing or outcome of the proceedings. We do not 
expect a failure to complete this corporate reorganization to have a material adverse impact on our 
business or financial results. 


In April 2000, we acquired Manah S.A., a Brazilian fertilizer company that had an indirect 
participation in Fosfertil. This acquisition was approved by the Brazilian antitrust commission in 
February 2004. The approval was conditioned on the formalization of an operational agreement between 
us and the antitrust commission relating to the maintenance of existing competitive conditions in the 
fertilizer market. Although the terms of the operational agreement have not yet been approved, we do not 
expect them to have a material adverse impact on our business or financial results. 


Item 4. Submission of Matters to a Vote of Security Holders 
There were no matters submitted to a vote of security holders during the fourth quarter of 2000. 
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PART II 


Item 5. Market for Registrant’s Common Equity, Related Stockholder Matters and Issuer Purchases of Equity 
Securities 


The following table sets forth, for the periods indicated, the high and low closing prices of our 
common shares, as reported on the New York Stock Exchange. 


(US$) High Low 
2007 

First quarter (to February 16, 2007) ..... 00... cece eee eee ener eee eneee $80.56 $70.13 
2006 

OUI GUAHNEE s cesuxiareierPiser ion eee dioeoe ind aia Sheed tietedsdecessasaseues $73.17 $57.85 
Dit QUATIER: 430.03 5560056.2660.0454 ead Poladedacadadedatadadadathdadeeaaeanasas $58.65 $49.99 
DSCONG GUMS facts a hse bea acme OUR a TOBA A Poa AS OR edee he he Rea da $61.16 $48.23 
First quarter’ 22.0 ae sade s Soe feds See RE a oS ed EG Fee eee pad aed $60.29 $50.02 
2005 

POU GMAIIER 64% ina ocnk gna beadec keh path esa ad pena nd ebe Aboud benatasuase $57.01 $48.30 
TRG GUNG 445444954056444ngesadesivnsonen news haan onus have eaweneraanmneuns $67.31 $51.95 
SeCONd QUAHEI cccscenrnenensedeedayasasssagesa sede pesado anes seaweed weaeuedes $65.10 $48.99 
PSL QUAED snavccnnnntnawanaeie eaten geeeaeedieangdebaghag de Rig ieedeineshaac $57.75 $50.84 


To our knowledge, based on information provided by Mellon Investor Services LLC, our transfer 
agent, 119,955,645 of our common shares were held by approximately 158 registered holders as of 
December 31, 2006. 


Dividend Policy 


We intend to pay cash dividends to holders of our common shares on a quarterly basis. In addition, 
holders of our cumulative convertible perpetual preference shares are entitled to annual dividends in the 
amount of $4.875 per year, payable quarterly in cash, common shares or a combination of cash and 
common shares when, as and if declared by the board of directors. However, any future determination to 
pay dividends will, subject to the provisions of Bermuda law, be at the discretion of our board of directors 
and will depend upon then existing conditions, including our financial condition, results of operations, 
contractual and other relevant legal or regulatory restrictions, capital requirements, business prospects and 
other factors our board of directors deems relevant. 


Under Bermuda law, a company’s board of directors may not declare or pay dividends from time to 
time if there are reasonable grounds for believing that the company is, or would after the payment be, 
unable to pay its liabilities as they become due or that the realizable value of its assets would thereby be 
less than the aggregate of its liabilities and issued share capital and share premium accounts. Under our 
bye-laws, each common share is entitled to dividends if, as and when dividends are declared by our board 
of directors, subject to any preferred dividend right of the holders of any preference shares. There are no 
restrictions on our ability to transfer funds (other than funds denominated in Bermuda dollars) in or out of 
Bermuda or to pay dividends to U.S. residents who are holders of our common shares. 


We paid quarterly dividends on our common shares of $.15 per share in the first two quarters of 2006 
and $.16 per share in the last two quarters of 2006. We paid a regular quarterly cash dividend of $.16 per 
share on February 28, 2007 to shareholders of record on February 14, 2007. In addition, we paid an initial 
quarterly dividend of $1.36771 per share on our cumulative convertible perpetual preference shares on 
March 1, 2007 to shareholders of record on February 15, 2007. On February 27, 2007, we announced that 
we will pay a regular quarterly cash dividend of $.16 per share on May 31, 2007 to shareholders of record 
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on May 17, 2007, and that we will pay a quarterly cash dividend of $1.21875 per share on our cumulative 
convertible perpetual preference shares on June 1, 2007 to shareholders of record on May 15, 2007. We 
paid quarterly dividends on our common shares of $.13 per share in the first two quarters of 2005 and $.15 
per share in the last two quarters of 2005. 


Performance Graph 


The performance graph shown below compares the quarterly change in cumulative total shareholder 
return on our common shares with the Standard & Poor’s (S&P) 500 Stock Index and the S&P Food 
Products Index from December 31, 2001, through the quarter ended December 31, 2006. The graph sets 
the beginning value of our common shares and the Indices at $100, and assumes that all dividends are 
reinvested. All Index values are weighted by the capitalization of the companies included in the Index. 


COMPARISON OF 5-YEAR CUMULATIVE TOTAL RETURN 
AMONG BUNGE LIMITED, 
S&P 500 INDEX AND S&P FOOD PRODUCT INDEX 


DOLLARS 


Re ae a oP HW SO PG 
BO G&G gh gM gh ggg ggg Qh gh 


—@— BUNGE LIMITED —@—S&P500 INDEX --A-- S&P FOOD PRODUCT 


Sales of Unregistered Securities 


None. 


Equity Compensation Plan Information 
The following table sets forth certain information, as of December 31, 2006, with respect to our equity 
compensation plans. 


(a) (b) (c) 


Number of Securities 


Number of Weighted-Average Remaining Available for 
Securities to be Exercise Price Future Issuance Under 
Issued Upon Per Share of Equity Compensation 
Exercise of Outstanding Plans (Excluding 
Outstanding Options, Options, Warrants Securities Reflected 
Plan category Warrants and Rights and Rights in Column (a)) 
Equity compensation plans approved by 
shareholders(1)..........000..ee00 05 5,090,730(2) $36.69(3) 4,236,868(4) 
Equity compensation plans not approved 
by shareholders(5)................4. 12,850(6) —(7) —(8) 
LOtalsccctseepeper eves or ee ie enteeuees 5,103,580 $36.69 4,236,868 
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(1) 
(2) 


(3) 


(4) 


(5) 
(6) 


(7) 
(8) 


Includes our Equity Incentive Plan and our Non-Employee Directors’ Equity Incentive Plan. 


Includes non-statutory stock options outstanding as to 3,389,291 common shares, time-vested regular 
restricted stock unit awards outstanding as to 148,988 common shares (including dividend equivalents 
payable in common shares) and performance-based restricted stock unit awards outstanding as to 
1,132,551 common shares (including dividend equivalents payable in common shares) under our 
Equity Incentive Plan. This number also includes non-statutory stock options outstanding as to 
419,900 common shares under our Non-Employee Directors’ Equity Incentive Plan. Participants in 
our Equity Incentive Plan may elect to have their performance-based restricted stock units paid out all 
in cash (in lieu of common shares), in common shares or in a combination thereof, subject to the 
discretion of our compensation committee. Participants may also receive dividend equivalent 
payments that are credited to each participant’s account and paid in our common shares at the time 
the award is settled. 


Calculated based on non-statutory stock options outstanding under our Equity Incentive Plan and our 
Non-Employee Directors’ Equity Incentive Plan. This number excludes outstanding time-vested 
regular restricted stock unit and performance-based restricted stock unit awards under the Equity 
Incentive Plan. 


Includes dividend equivalents payable in common shares. Shares available under our Equity Incentive 
Plan may be used for any type of award authorized under the plan. Awards under the plan may be in 
the form of statutory or non-statutory stock options, restricted stock units (including performance- 
based) or other awards that are based on the value of our common shares. Our Equity Incentive Plan 
provides that the maximum number of common shares issuable under the plan may not exceed 10% of 
our issued and outstanding common shares at any time, except that the maximum number of common 
shares issuable pursuant to grants of statutory stock options may not exceed 5% of our issued and 
outstanding common shares as of the date the plan first received shareholder approval. This number 
also includes shares available for future issuance under our Non-Employee Directors’ Equity 
Incentive Plan. Our Non-Employee Directors’ Equity Incentive Plan provides that the maximum 
number of common shares issuable under the plan may not exceed 0.5% of our issued and outstanding 
common shares at any time. As of December 31, 2006, we had a total of 119,955,645 common shares 
issued and outstanding. 


Includes our Non-Employee Directors’ Deferred Compensation Plan. 


Includes rights to acquire 12,850 common shares under our Non-Employee Directors’ Deferred 
Compensation Plan pursuant to elections by our non-employee directors. 


Not applicable. 


Our Non-Employee Directors’ Deferred Compensation Plan does not have an explicit share limit. 


Purchases of Equity Securities by Registrant and Affiliated Purchasers 


None. 


Item 6. Selected Financial Data 


The following table sets forth our selected consolidated financial information for the periods 


indicated. You should read this information together with “Management’s Discussion and Analysis of 
Financial Condition and Results of Operations” and with the consolidated financial statements and notes 
to the consolidated financial statements included elsewhere in this Annual Report on Form 10-K. 
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Our consolidated financial statements are prepared in U.S. dollars and in accordance with generally 
accepted accounting principles in the United States (U.S. GAAP). The consolidated statements of income 
and cash flow data for each of the three years ended December 31, 2006 and the consolidated balance 
sheet data as of December 31, 2006 and 2005 are derived from our audited consolidated financial 
statements included in this Annual Report on Form 10-K. The consolidated statements of income and cash 
flow data for the years ended December 31, 2003 and 2002 and the consolidated balance sheet data as of 
December 31, 2004, 2003 and 2002 are derived from our audited consolidated financial statements that are 
not included in this Annual Report on Form 10-K. 


In October 2002, we acquired a controlling interest in Cereol, S.A., a French agribusiness company, 
and in April 2003 we acquired the remaining ownership interest in Cereol. As a result, we now own 100% 
of Cereol’s share capital and voting rights. Cereol’s results of operations have been included in our 
historical financial statements since October 1, 2002. 


Year Ended December 31, 
2006 2005 2004 2003 2002 
(US$ in millions) 

Consolidated Statements of Income Data: 
INGE SACS o2t08 oe cate teeiedee  Vemedice teeta cae $ 26,274 $ 24,377 $ 25,234 $ 22,195 $ 13,906 
Cost of goods sold ............ 0... eee eee (24,703) (22,806) (23,348) (20,890) (12,568) 
GIOSS Profit..i5 cacctate eee eae a cakes 1,571 1,571 1,886 1,305 1,338 
Selling, general and administrative expenses. . (978) (956) (871) (691) (579) 
Gain on sale of soy ingredients business ..... — — — 111 — 
IN(eTeSt NCOME +c isd cseceadsaavonnreene ss 119 104 103 102 71 
Interest:expense-2.3e 5 el edad. ad eece alee (280) (231) (214) (215) (176) 
Foreign exchange gains (losses)............. 59 (22) (31) 92 (179) 
Other income (expense)—net .............. 31 22 18 3 1 
Income from continuing operations before 

income tax, minority interest and equity in 

earnings of affiliates..................0.. 522 488 891 707 476 
Income tax benefit (expense)............... 36 82 (289) (201) (104) 
Income from continuing operations after 

INCOME (AX vst. cc ba eecte Gnd naeente esa eeiss 558 570 602 506 372 
Minority Interests ccccccsscatacaescosegneds (60) (71) (146) (104) (102) 
Equity in earnings of affiliates.............. 23 31 13 16 5 
Income from continuing operations ......... 521 530 469 418 275 
Discontinued operations, net of tax of 

$5 (2003), $1 (2002) and $0 (2001) ........ — — _ (7) 3 
Income before cumulative effect of change in 

accounting principles.................... 521 530 469 411 278 
Cumulative effect of change in accounting 

principles, net of tax of $6 (2002) and 

$4 (2001) cosereeectonsisevecs ee daceadss _ — —_ — (23) 


Net income ....... 0... 0c ccc eee eee 521 530 469 411 255 
Preference share dividends................. (4) — — — — 
Net income available to common shareholders $ 517 $ 530 $ 469 $ 411 $ 255 
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Year Ended December 31, 


2006 2005 2004 2003 2002 
(US$, except outstanding share data) 

Per Share Data: 
Earnings per common share—basic (1): 
Income from continuing operations........... $ 4.32 $ 4.73 $ 4.42 $ 4.19 $ 2.87 
Discontinued operations .................... — = (.07) .03 
Cumulative effect of change in accounting 

PLINCIPlES scx esc d ed eee ee tee canes — — — (.24) 
Earnings per common share—basic........... $ 4.32 $ 4.73 $ 4.42 $ 4.12 $ 2.66 
Earnings per common share—diluted (2), (3): 
Income from continuing operations........... $ 4.28 $ 4.43 $ 4.10 $ 3.89 $ 2.83 
Discontinued operations .................... = _ (.06) .03 
Cumulative effect of change in accounting 

PIINCIPIES? 52 Hit cewiivned neva wig weRaeeeS — = _ (.23) 
Earnings per common share—diluted ......... $ 4.28 $ 4.43 $ 4.10 $ 3.83 $ 2.63 
Cash dividends declared per common share .... $ 630 $ 560 $ 480 $ 420 $ 385 


Weighted average common shares 
outstanding—basic.............. 0. eee eee 

Weighted average common shares 
outstanding—diluted (2),(3)............... 


Consolidated Cash Flow Data: 

Cash (used for) provided by operating activities 
Cash (used for) provided by investing activities 
Cash provided by (used for) financing activities 


Consolidated Balance Sheet Data: 
Cash and cash equivalents 
Inventories (4) 

Working capital 


Total ASSES: ijiceiseesiecaresrg are Sidteseeeeezedees 6 ie Hens 


Short-term debt, including current portion of 


long-term debt siiscscatedaentntesaa enews 
Lons-term debt. oi ec citcae te ved weed 
Redeemable preferred stock (5) .............. 


Cumulative convertible perpetual preference 


SATS (2) ic sierawaaaea te bedi emten utd 


119,566,423 112,131,739 106,015,869 


Common shares and additional paid-in-capital, net of 


receivable from former sole shareholder..... 


Shareholders’ equity 
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99,745,825 95,895,338 


120,849,357 120,853,928 115,674,056 108,654,027 97,395,005 


Year Ended December 31, 
2006 2005 2004 2003 2002 
(US$ in millions) 
$(289) $382 $802 $ (41) $ 128 
(611) (480) (824) 101 (1,071) 
891 21. (91) (102) ‘1,295 
December 31 
2006 2005 2004 2003 2002 
(US$ in millions) 
$ 365 $ 354 $ 432 $ 489 $ 470 
3,684 2,769 2,636 2,867 2,407 
3,878 2,947 2,766 2,481 1,655 
14,347 11,446 10,907 9,884 8,349 
610 589 681 1,017 1,499 
2,874 2,557 2,600 2,377 1,904 
— — — 171 171 
690 — 
2,691 2,631 2,362 2,011 1,945 
$ 5,668 $ 4,226 $ 3,375 $2,377 $1,472 


Year Ended December 31, 


2006 2005 2004 2003 2002 


(in millions of metric tons) 


Other Data: 
Volumes: 
ASTIDUSINESS jc tagacigctcradsarheradaenee raaeeds 95.0 97.5 88.6 87.0 69.6 
CTU ZSL: shacavsse deencts eucsee ora pot oe se en east aetna es 11.6 11.5 11.6 11S 10.7 
Food products: 
Edible oil Products siiin. cc sa.aaiea.te se ero ad aun ten aveecers 4.5 4.3 4.7 4.1 2.0 
Milling products j10.045045 fee eek eae inane. 3.9 3.9 4.0 3:5 3.3 
Or ockboorstereeorarceseotiadssasaeacasaeees — — — 0.1 0.2 
Total 00d products s.cc.i.03 Ciai Sins Settee eet eeated 8.4 8.2 8.7 7.7 55 
"VOCAL VOLUN ice aie seasons are does aaa Wieden diners 115.0 117.2 108.9 106.2 85.8 
(1) Earnings per common share basic is computed by dividing net income available to common 


(2) 


(3) 


(4) 


(5) 


shareholders by the weighted average number of common shares outstanding for the period. 


In November 2006, Bunge sold 6,900,000 4.875% cumulative convertible perpetual preference shares 
in a public offering, for which we received net proceeds of $677 million, after underwriting discounts, 
commissions and expenses. Each convertible preference share has an initial liquidation preference of 
$100 per share plus accumulated and unpaid dividends up to a maximum of an additional $25 per 
share and is convertible, at the holder’s option, at any time, initially into approximately 1.0846 Bunge 
Limited common shares (7,483,740 Bunge Limited common shares), based on an initial conversion 
price of $92.20 per share, subject in each case to specified adjustments. The calculation of diluted 
earnings per common share for the year ended December 31, 2006 does not include the weighted 
average common shares that were issuable upon conversion of the preference shares as they were 
antidilutive. 


In October 2005, Bunge Limited announced its intent to redeem on November 22, 2005 for cash the 
remaining approximately $242 million principal amount outstanding of its 3.75% convertible notes. 
Substantially all of the then outstanding convertible notes were converted into 7,532,542 common 
shares of Bunge Limited prior to the redemption date. The calculation of diluted earnings per 
common share for the year ended December 31, 2005 includes the weighted average common shares 
that were issuable upon conversion of the convertible notes through the date of redemption. The 
calculation of diluted earnings per common share for the years ended December 31, 2004, 2003 and 
2002 includes the weighted average common shares that were issuable upon conversion of the 
convertible notes during this period. 


Included in inventories were readily marketable inventories of $2,336 million, $1,534 million, 

$1,264 million, $1,846 million and $1,517 million at December 31, 2006, 2005, 2004, 2003 and 2002, 
respectively. Readily marketable inventories are agricultural commodities inventories that are readily 
convertible to cash because of their commodity characteristics, widely available markets and 
international pricing mechanisms. 


These shares were redeemed in November 2004. 


Item 7. Management’s Discussion and Analysis of Financial Condition and Results of Operations 


The following should be read in conjunction with “Cautionary Statement Regarding Forward-Looking 


Statements” and our combined consolidated financial statements and notes thereto included as part of this 
Annual Report on Form 10-K. 
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Operating Results 
Factors Affecting Operating Results 


Our results of operations are affected by the following key factors in each of our business divisions: 


Agribusiness 


In the agribusiness division, we purchase, store, transport, process, and sell agricultural commodities 
and commodity products. Profitability in this division is principally affected by the availability and prices of 
agricultural commodities and commodity products and the availability and cost of transportation and 
logistics services, including truck, barge, rail and ocean freight. Additionally, profitability in the division is 
also affected by the relative prices of processed oilseed products and the raw materials necessary to 
produce them, which are influenced by global supply and demand for each. Our oilseed processing 
profitability is also impacted by industry capacity utilization and energy costs. Availability of agricultural 
commodities is affected by weather, disease, governmental policies and agricultural growing patterns. 
Demand is affected by growth in worldwide consumption of food products, population growth, changes in 
per capita incomes and the relative prices of substitute agricultural products, and in the past few years, by 
the growing demand for renewable fuels produced from agricultural commodities and commodity 
products. 


We expect that population growth, rising standards of living and rising global demand for renewable 
fuels will continue to have a positive impact on global demand for our agribusiness products. However, 
from time to time, imbalances may exist between oilseed processing capacity and demand for oilseed 
products, which impacts our decisions regarding whether and when to purchase, store, transport, process 
or sell these commodities, including whether to reduce our own oilseed processing capacity. 


Fertilizer 


In the fertilizer division, demand for our products is affected by the profitability of the Brazilian 
agricultural sector, agricultural commodity prices, international fertilizer prices, the types of crops planted, 
the number of acres planted, the quality of the land under cultivation and weather-related issues affecting 
the success of the harvest. In addition, our selling prices are influenced by international selling prices for 
imported fertilizers and raw materials, such as phosphate, ammonia and urea, as our products are priced to 
import parity. 
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Profitability in our fertilizer division is also affected by the cost of imported raw materials since we do 
not produce locally all of our raw material requirements. A significant portion of our raw material needs 
are met with imports. The Brazilian fertilizer business is also a seasonal business with fertilizer sales 
concentrated in the third and fourth quarters of the year. As a result, we generally import and mine raw 
materials and produce finished goods during the first half of the year in preparation for the main Brazilian 
cultivation season that occurs during the second half of the year. 


Food Products 


In the food products division, which consists of our edible oil products and milling products segments, 
our operations are affected by changes in the prices of raw materials, such as crude vegetable oils and 
grains, the mix of products we sell, changes in eating habits, changes in per capita incomes, consumer 
purchasing power levels and changes in general economic conditions and the competitive environment in 
Europe, North America and Brazil, the principal markets of our food products division. Competition in 
this industry has intensified in the past several years due to consolidation in the supermarket industry and 
attempts by our competitors to increase market share. 


In addition, our results of operations are affected by the following factors: 


Foreign Currency Exchange Rates 


Due to the global nature of our operations, our operating results can be materially impacted by 
foreign currency exchange rates. Both translation of our foreign subsidiaries’ financial statements and 
foreign currency transactions affect our results as described below. 


Translation of Foreign Currency Financial Statements. Our reporting currency is the U.S. dollar. 
However, the functional currency of the majority of our foreign subsidiaries is their local currency. We 
translate the amounts included in the consolidated statements of income and cash flows of our foreign 
subsidiaries into U.S. dollars on a monthly basis at weighted average exchange rates, which we believe 
approximates the actual exchange rates on the dates of the transactions. Translations of the local currency 
income statement and cash flow amounts to U.S. dollars are affected by fluctuations of the local currency 
during a period versus the U.S. dollar. Further, comparisons of results between periods are affected by the 
differences in the average exchange rates during one period versus another. 


Our foreign subsidiaries’ assets and liabilities are translated into U.S. dollars from local currency at 
period end exchange rates and we record the resulting foreign exchange translation adjustments in our 
consolidated balance sheets as a component of accumulated other comprehensive income (loss). Included 
in other comprehensive income for the year ended December 31, 2006, 2005 and 2004 were foreign 
exchange net translation gains of $267 million, $101 million and $217 million, respectively, representing the 
net gains from the translation of our foreign subsidiaries’ assets and liabilities. 


Foreign Currency Transactions. Certain of our foreign subsidiaries, most significantly those in Brazil, 
have monetary assets and liabilities that are denominated in U.S. dollars. These U.S. dollar-denominated 
monetary assets and liabilities are remeasured into their respective functional currencies at exchange rates 
in effect at the balance sheet date. The resulting gain or loss is included in our consolidated statements of 
income as a foreign exchange gain or loss. 


We also enter into derivative financial instruments, such as foreign currency forward contracts, swaps 
and options, to limit exposures to changes in foreign currency exchange rates with respect to our foreign 
currency denominated assets and liabilities and our local currency operating expenses. These derivative 
instruments are marked-to-market, with changes in their fair value recognized as a component of foreign 
exchange in our consolidated statements of income. We may also hedge other foreign currency exposures 
as deemed appropriate. 
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Brazil. The functional currency of our Brazilian subsidiaries is the Brazilian real. As such, exchange 
rate changes between the U.S. dollar and the real affect our operating profitability. The real appreciated 
9% against the U.S. dollar at December 31, 2006 compared to the rate at December 31, 2005, and the real 
appreciated 13% against the U.S. dollar at December 31, 2005 when compared to the rate at December 31, 
2004. In 2006, the average real-U.S. dollar exchange rate was R$2.175, compared to R$2.435 in 2005, which 
represents a 12% strengthening in the value of the real versus the U.S. dollar in 2006. In 2005, the average 
real-U.S. dollar exchange rate was R$2.435, compared to R$2.926 in 2004, which represents a 20% 
strengthening in the value of the real versus the U.S. dollar in 2005. 


We use long-term intercompany loans to reduce our exposure to foreign currency fluctuations in 
Brazil, particularly their effects on our results of operations. These loans do not require cash payment of 
principal and are treated as analogous to equity for accounting purposes. As a result, the foreign exchange 
gains or losses on these intercompany loans are recorded in accumulated other comprehensive income 
(loss) in our consolidated balance sheets. This is in contrast to foreign exchange gains or losses on third- 
party debt and short-term intercompany debt, which are recorded in foreign exchange gains (losses) in our 
consolidated statements of income. 


Agribusiness Segment—Brazil. Our agribusiness sales are U.S dollar-denominated or U.S. dollar- 
linked. In addition, commodity inventories in our agribusiness segment are stated at market value, which is 
generally linked to U.S. dollar-based international prices. As a result, these commodity inventories provide 
a natural hedge to our exposure to fluctuations in currency exchange rates in our agribusiness segment. 
Devaluations of the real against the U.S. dollar generally have a positive effect on our agribusiness segment 
results in Brazil, as real-denominated industrial costs, which are included in cost of goods sold, and selling, 
general and administrative (SG&A) expenses are translated to U.S. dollars at weaker real - U.S. dollar 
exchange rates, which results in lower U.S. dollar costs. In addition, devaluations of the real generate gains 
based on the changes in the real-denominated value of our commodity inventories, which are reflected in 
cost of goods sold in our consolidated statements of income. However, devaluations of the real will also 
generate offsetting net foreign exchange losses on the net U.S. dollar monetary liability position of our 
Brazilian agribusiness subsidiaries, which are reflected in foreign exchange losses in our consolidated 
statements of income. As our Brazilian subsidiaries are primarily funded with intercompany, U.S. dollar- 
denominated debt, the mark-to-market gains on the commodity inventories generally offset the foreign 
exchange losses on the intercompany U.S. dollar-denominated debt. Our effective tax rate is also favorably 
affected by the devaluation of the real, as we recognize tax benefits related to foreign exchange losses on 
certain intercompany loans. The foreign exchange losses eliminate in our consolidated statements of 
income but the related tax effects remain. 


Appreciations generally have a corresponding negative effect on our results when real-denominated 
costs are translated to U.S. dollars at stronger real - U.S. dollar exchange rates resulting in higher U.S. 
dollar costs and losses based on changes in the real-denominated value of our agribusiness segment 
commodity inventories. At the same time, appreciations of the real generate offsetting net foreign 
exchange gains on the net U.S. dollar monetary position of our Brazilian subsidiaries, which are reflected 
in foreign exchange gains in our consolidated statements of income. Our effective tax rate is unfavorably 
affected by the appreciation of the real, as we incur income taxes related to foreign exchange gains on 
certain intercompany loans. However, we use derivative instruments to offset the foreign exchange gains 
on certain intercompany loans, which reduce the income tax expense resulting from the appreciation of the 
real. 


Fertilizer Segment—Brazil. Our fertilizer segment sales prices are linked to U'S. dollar-priced 
imported and domestic raw materials. Mining, industrial and SG&A expenses are real-denominated costs. 
Inventories in our fertilizer segment are accounted for on the historical cost basis and are not marked-to- 
market. These inventories are generally financed with U.S. dollar-denominated intercompany loans. 
Appreciations of the real against the U.S. dollar generally result in higher mining, industrial and SG&A 
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expenses when translated into U.S. dollars and net foreign exchange gains on the net U.S. dollar monetary 
liability position of our fertilizer segment subsidiaries. In addition, our gross profit margins generally are 
adversely affected by appreciations of the real as our local currency revenues are linked to U.S. dollar- 
priced imported and domestic raw materials, and we are selling higher cost inventories acquired and 
produced when the real was weaker. Inventories are typically acquired and produced in the first half of the 
year, while products are typically sold in the second half of the year. Thus, the recording of the exchange 
gains on the net U.S. dollar monetary liability position and the effects of the appreciating real on our gross 
profit margins generally do not occur in the same reporting period. As such, the foreign exchange impact 
on the intercompany debt is reflected monthly in our results while the impact on gross profit margins is 
reflected at the time products are sold. The converse is true for devaluations of the real and their effects on 
our consolidated financial statements. 


Edible Oil and Milling Products Segment—Brazil. Our food products businesses are generally local 
currency businesses. The costs of raw materials, principally wheat, corn and vegetable oil, are largely U.S. 
dollar-linked and changes in the costs of these raw materials have historically been passed through to the 
customer in the form of higher or lower selling prices. However, delays or difficulties in passing through 
changes in raw materials costs into local currency selling prices can affect margins. 


Other Operations. Our operations in Europe are in countries that are members of the European 
Union and several countries that are not members of the European Union. Our risk management policy is 
to fully hedge our monetary exposures in those countries to minimize the financial effects of fluctuations in 
the euro and other European currencies. We also operate in Argentina, where we are exposed to the peso. 
Our risk management policy is to fully hedge our monetary exposure to the financial effects of fluctuations 
in the value of the peso relative to the U.S. dollar. 


Income Taxes 


As a Bermuda exempted company, we are not subject to income taxes in our jurisdiction of 
incorporation. However, our subsidiaries, which operate in multiple tax jurisdictions, are subject to income 
taxes at various statutory rates ranging from 0% to 39%. Determination of taxable income requires the 
interpretation of related tax laws and regulations in each jurisdiction where we operate and the use of 
estimates and assumptions regarding future events. Our overall income tax strategy is to fully comply with 
the tax reporting rules in each country and to minimize taxable income, taxes paid and the effects of our 
tax obligations on cash flow from operations. 


In 2004, we merged and spun-off several 100% owned European subsidiaries which generated 
statutory capital tax losses and the recognition of $60 million of net operating loss carryforwards. We had 
determined that it was more likely than not that the tax authorities would disallow the recognition of the 
statutory capital tax losses. Consequently, in 2004, Bunge recorded a valuation allowance of $60 million. In 
2006, the tax authorities conducted audits of the tax returns of the applicable entities which included the 
statutory capital tax losses and no additional tax assessment was made by the tax authorities. In addition, 
the statute of limitations for auditing tax returns relating to the applicable returns that included the 
statutory capital tax losses expired on January 1, 2007. As a result, we reversed deferred tax valuation 
allowances of $72 million in 2006, as we now believe that it is more likely than not that the net operating 
losses will be recovered. The increase from the amount recorded in 2004 of $60 million compared to the 
$72 million reversed in 2006 represents the effects of foreign exchange translation adjustments. 


In 2005, we received a favorable U.S. tax ruling with respect to the tax status of certain entities 
acquired in our acquisition of Cereol S.A. (Cereol) in 2002. We had recorded a $125 million deferred tax 
liability in the opening balance sheet of Cereol in 2002, related to unremitted earnings of a subsidiary that 
were not considered to be permanently reinvested. Based upon the final ruling received in 2005, we 
determined that the subsidiary could be liquidated without generating tax on the unremitted earnings. As a 
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result of receipt of the favorable U.S. tax ruling, and in accordance with EITF Issue No. 93-7, Uncertainties 
Related to Income Taxes in a Purchase Business Combination, we reduced certain indefinite lived intangible 
assets acquired in the Cereol acquisition by $39 million, net of deferred tax liabilities, to zero and then 
recognized an $86 million non-cash tax benefit in our consolidated statements of income. In conjunction 
with this transaction, we incurred $9 million of tax expense in 2005, related to the repatriation of the post- 
acquisition unremitted earnings of a foreign subsidiary under the provisions of the American Jobs Creation 
Act of 2004 (the Jobs Creation Act). 


We have in the past obtained tax benefits under U.S. tax laws providing incentives under the 
provisions of the Extraterritorial Income Act (ETI) legislation. However, the Jobs Creation Act ultimately 
repeals the ETI benefit in a gradual manner that results in the ETI benefit being phased out completely in 
2007. The ETI benefit has been replaced with an income tax deduction intended to allocate benefits 
previously provided to U.S. exporters across all manufacturers when fully phased in. Although most of our 
USS. operations qualify as “manufacturing,” we do not expect to receive significant benefits from this new 
tax legislation as we have from the ETI benefit primarily due to our U.S. tax position. Income tax benefit in 
2006 includes a charge of $21 million relating to a correction of certain tax benefits recognized from 2001 
to 2005 related to incentives under the ETI provision of the U.S. Internal Revenue Code. 


Results of Operations 
2006 Overview 


Our 2006 agribusiness segment operating profit was lower than 2005 primarily as a result of poor 
results experienced in the first half of the year. 


During the first half of 2006, agribusiness segment operating profit lagged behind the same period in 
2005. Volumes in South America declined due to the unwillingness of Brazilian farmers to commercialize 
their soybeans due to poor farm economics and a reduced Argentine grain harvest. Brazilian farm 
economics were adversely affected by lower soybean prices caused by large global soybean stocks and an 
appreciating Brazilian real. In May 2006, Brazilian soybean farmers engaged in a three-week protest 
designed to pressure the Brazilian government to provide increased aid to the farm sector. These protests 
involved the blocking of grain transportation routes, which considerably slowed the movement of grains 
and oilseeds and resulted in supply chain disruptions, plant stoppages and lower sales of agricultural 
commodity products. As a result of poor agribusiness industry conditions in Brazil and our continuing 
efforts to reduce costs and improve capacity utilization, in the first half of 2006 we closed three small, older 
and less efficient oilseed processing facilities in Brazil and made further reductions to our Brazilian 
workforce. Argentina also suffered from excess capacity in the oilseed processing industry. 


During the second half of 2006, agribusiness segment operating profit increased compared to the 
same period in 2005. Global prices for agricultural commodities increased in response to higher demand, 
which resulted in higher grain and oilseed processing margins. An enhanced Brazilian government aid 
program offered to soybean farmers helped stimulate farmer selling of soybeans in Brazil. Cost savings 
from prior restructuring actions reduced the effects of a stronger Brazilian real on local currency operating 
costs when translated into U.S. dollars. Oilseed processing margins improved in Argentina as the industry 
reduced the volumes of soybeans processed from earlier in 2006. 


Our 2006 agribusiness results were also adversely affected by ocean freight during the first half of the 
year as decreases in spot market prices made it difficult to fully recover freight costs for shipments made to 
customers under previously-contracted, long-term freight agreements. In addition, a sharp increase in 
prices during the second half of the year further reduced margins as it was more difficult to purchase ocean 
freight at prices below amounts charged to customers. 
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Volumes and margins in southern Europe were affected by local outbreaks of avian influenza that 
occurred early in the year, which adversely affected demand for agricultural commodity products. North 
America continued to experience strong results and good margins. 


Our fertilizer segment operating profit for 2006 improved over 2005 primarily due to improved 
foreign currency risk management resulting from our hedging of the impact of a stronger Brazilian real, 
lower expenses resulting from a workforce reduction we made earlier in the year and lower bad debt 
expense. Fertilizer segment operating profit during the first half of 2006 lagged behind the same period in 
2005 as soy farmers held back purchases in anticipation of a Brazilian government agricultural aid 
program. During the second half of 2006, fertilizer segment operating profit improved compared to the 
same period in 2005 due to higher sales and margins. Farmer activity was stimulated by rising agricultural 
commodity prices, the Brazilian government aid program and favorable weather conditions throughout 
most of Brazil, which enabled late season planting. Improvements in inventory management also benefited 
results. Our fertilizer segment inventories were $352 million at December 31, 2006 and $421 million at 
December 31, 2005. 


Edible oil product segment operating profit for 2006 improved over 2005 primarily due to stronger 
results in Europe and Brazil due to higher volumes and improved margins, which more than offset weaker 
results in North America. European margins benefited from lower seed costs, the consolidation of an 
acquisition in Poland and better distribution and brand positioning. Increases in sales of higher margin 
products in Brazil also benefited results, while a shift in product mix to lower margin bulk products 
adversely impacted North American results. 


Milling product segment operating profit for 2006 improved over 2005 primarily due to higher average 
selling prices for corn and wheat milling products. Wheat milling product volumes increased but they were 
offset by lower corn milling product volumes. Higher demand in North America for corn by ethanol 
producers pushed up corn prices during 2006 which resulted in higher average selling prices for corn 
milling products. A small Argentine harvest in 2006, compared to the 2005 harvest, resulted in higher 
South American wheat prices, which caused higher average selling prices for wheat milling products. 


Segment Results 


In 2006, we reclassified certain edible oil product lines from the agribusiness segment to the edible oil 
products segment. Also, in our consolidated statements of income, we reclassified certain earnings on 
investments in affiliates from other income (expense)—net to equity earnings in affiliates. As a result, 
amounts in our segment results and consolidated statements of income for the years ended December 31, 
2005 and 2004 have been reclassified to conform to the current period presentation. 


In 2006, we corrected our classification of interest income on secured advances to suppliers by 
reclassifying amounts from cost of goods sold to net sales. The effect of this reclassification was to increase 
cost of goods sold and net sales by $78 million, $102 million and $66 million for the years ended 
December 31, 2006, 2005 and 2004, respectively. The reclassification does not affect gross profit, segment 
operating profit or net income. 
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A summary of certain items in our consolidated statements of income and volumes by reportable 
segment for the periods indicated is set forth below. 
Year Ended December 31, 


2006 2005 Percent Change 2004 Percent Change 
(US$ in millions, except percentages) 


Volumes (in thousands of metric 


tons): 
Agribusiness .................004. 94,993 97,560 (3)% 88,619 10% 
GTZ GT oe. 4-2 9 dcejersiatiaretanaia diane 0 11,578 11,478 1% 11,589 (1)% 
Edible oil products................ 4,451 4,267 4% 4,728 (10)% 
Milling products.................. 3,895 3,890 —% 3,987 (2)% 
Lotalecccicgesvecwereesececeene 114,917 =: 117,195 (2)% 108,923 8% 
Net sales: 
Agribusiness .................-0-- $ 19,106 $ 17,459 9% $ 17,977 (3)% 
RSPCA 8 sat etatdtetecaete:dsacdee acqnareuecaty sty 2,602 2,074 (3)% 2,581 4% 
Edible oil products................ 3,601 3,385 6% 3,872 (13)% 
Milling products .................. 965 859 12% 804 71% 
Total vacernccenctieagice no ecdre $ 26,274 $ 24,377 8% $ 25,234 (3)% 
Costs of goods sold: 
Agribusiness .................000. $ (18,326) $ (16,638) 10% $ (17,041) (2)% 
Fertilizer ............ 0.00. (2,276) (2,333) (2)% (1,980) 18% 
Edible oil products................ (3,274) (3,101) 6% (3,615) (14)% 
Milling products .................. (827) (734) 13% (712) 3% 
TOA eine pecewewsusiaaexes $ (24,703) $ (22,806) 8% $ (23,348) (2)% 
Gross profit: 
Agribusiness .................00-- $ 780 $ 821 (5)% $ 936 (12)% 
Bertilizer y.chyiete tess Gade teda dee 326 341 (4)% 601 (43)% 
Edible oil products................ 327 284 15% 257 11% 
Milling products .................. 138 125 10% 92 36% 
Lotalccrecenveneocenecceneoven: $ 1,571 $ 1,571 —% $ 1,886 (17)% 
Selling, general and administrative 
expenses: 
Agribusiness .............0000000e $ (506) $ (456) 11% $ (471) (3)% 
Fertilizer ......... 0... cece eee eee (190) (229) (17)% (197) 16% 
Edible oil products................ (217) (215) 1% (157) 37% 
Milling products .................. (65) (56) 16% (46) 22% 
DOtAlencesseaaadoaaseeassteease $ (978) $ (956) 2% $ (871) 10% 
Foreign exchange gain (loss): 
Agribusiness ...............000085 $ (12) $ 29 $ (17) 
PGrhiZer oscar edna acre davecahauine < 47 (47) (32) 
Edible oil products................ 5 — > 
Milling products .................. — (1) — 
Total xs svuhceutanuhaousaea seus $ 40 $ (19) $ (44) 
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Year Ended December 31, 


2006 2005 Percent Change 2004 Percent Change 
(US$ in millions, except percentages) 
Interest income: 
Agribusiness ............0.20ee eee 27 $ 21 29% $ 21 — 
Rertiizer i... ciciaceiidedeaidaas 58 57 2% 50 14% 
Edible oil products............... 2 3 (33)% 6 (50)% 
Milling products................. 3 2 50% 3 (33)% 
MOE AM cayaeas carte kSecte detest over eetiacats 90 $ 83 8% $ 80 4% 
Interest expense: 
AGTIDUSINGSS 44 cu seaweawons evacuees (203) $ (140) 45% $ (411) 26% 
Bertilizen «aicec coaceuanenaseen: (39) (41) (5)% (50) (18)% 
Edible oil products............... (31) (35) (11)% (32) 9% 
Milling products................. (7) (7) —% (8) (13)% 
PN Ob Alls 4 Quays deevacadesues Ap vatetcetacadsaaain (280) $ (223) 26% $ (201) 11% 
Segment operating profit: 
ADHDUSINIESS 55x 545s acne i jawatewn 86 $ 275 (69)% $ 358 (23)% 
GTZ SD saecacesd eatecacapaceitetrasiaalasaces 202 81 149% 372 (78)% 
Edible oil products............... 86 37 132% 79 (53)% 
Milling products................. 69 63 10% 41 54% 
OC Al seve aca dees Mace se drs-ach-ase oth dra 443 $ 456 (3)% $ 850 (46)% 
Depreciation, depletion and 
amortization: 
AGTIDUSINESS ociciccacdcnadamemaaacd 126 $ 110 15% $ 89 24% 
eT Ze i eessia sce-aceteneyare-wsarare weseere erates 130 104 25% 70 49% 
Edible oil products................ 53 50 6% 41 22% 
Milling products .................. 15 14 7% 12 17% 
Totalccceieneeves peas ee doaees $ 324 $ 278 17% $ 212 31% 
Net income...................0055 $ 6.521 «$530 (2)% $ 469 13% 


(1) Total segment operating profit is our consolidated income from operations before income tax that 


includes interest income of each segment and an allocated portion of the foreign exchange gains and 
losses and of interest expense relating to debt financing operating working capital, including readily 
marketable inventories. 


Total segment operating profit is a non-GAAP financial measure and is not intended to replace 
income from operations before income tax, the most directly comparable GAAP financial measure. 
Total segment operating profit is a key performance measurement used by Bunge’s management to 
evaluate whether operating activities cover the financing costs of its business. Bunge believes total 
segment operating profit (loss) is a more complete measure of its operating profitability, since it 
allocates foreign exchange gains and losses and the cost of debt financing working capital to the 
appropriate operating segments. Additionally, Bunge believes total segment operating profit assists 
investors by allowing them to evaluate changes in the operating results of its portfolio of businesses 
before non-operating factors that affect net income. Total segment operating profit is not a measure 
of consolidated operating results under U.S. GAAP and should not be considered as an alternative to 
income from operations before income tax or any other measure of consolidated operating results 
under U.S. GAAP. 
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Below is a reconciliation of income from continuing operations before income tax to total segment 
operating profit: 


Year Ended December 31, 
2006 2005 2004 
(US$ in millions) 
Income from continuing operations before income tax...................0005 $522 $488 $891 
Unallocated (income) expense—net(1)......... 0. cee eee eee (79) (32) (41) 
Total segment oper sine PIO ai c5 cc scdieenenseecedpasdaeseseadancesaaeses $443 $456 $850 


(1) Unallocated (income) expense—net includes interest income, interest expense, foreign exchange gains 
and losses and other income and expense not directly attributable to our operating segments. 


2006 Compared to 2005 


Agribusiness Segment. Agribusiness segment net sales increased 9% due to higher average selling 
prices for agricultural commodity products. The increase in average selling prices was partially offset by a 
3% decrease in volumes. 


Cost of goods sold increased 10% primarily due to higher raw material costs, freight costs, increased 
energy costs primarily in North America and higher operational expenses due to the impact of the stronger 
Brazilian real on local currency costs when translated into U.S. dollars. The average Brazilian real-U.S. 
dollar exchange rate strengthened 12% in the year ended December 31, 2006 compared to the same period 
in 2005. In addition, 2006 included impairment and restructuring charges of $20 million and 2005 included 
a $27 million decrease in allowances for recoverable taxes and a $14 million reversal for a transactional tax 
provision due to a favorable tax ruling and $40 million of impairment and restructuring charges. 


Gross profit decreased 5% primarily due to higher freight costs, increased energy costs, primarily in 
North America, and higher operational expenses due to the impact of the stronger Brazilian real on local 
currency costs when translated into U.S. dollars. 


SG&A expenses increased 11% primarily due to increases in bad debt expense and from the impact of 
a stronger Brazilian real on local currency costs when translated into U.S. dollars. Offsetting the increase 
was a $4 million reduction in SG&A expenses due to a partial settlement payment we received in 
connection with litigation in Brazil. 


Despite the appreciation of the Brazilian real at December 31, 2006 compared to December 31, 2005, 
foreign exchange losses in 2006 of $12 million were primarily the result of volatility in the value of the 
Brazilian real during the year relative to the U.S. dollar, particularly during the second quarter of 2006 
when the Brazilian real devalued and Brazilian agribusiness inventory levels were at their highest levels 
during 2006. At December 31, 2005, the Brazilian real had appreciated 13% in value against the U.S. dollar 
compared to values at December 31, 2004, resulting in exchange gains of $29 million in 2005. Foreign 
exchange gains and losses are substantially offset by inventory mark-to-market adjustments, which are 
included in cost of goods sold. Interest expense increased 45% primarily due to higher average borrowings 
caused by higher average inventory levels and increases in short-term interest rates. 


Segment operating profit decreased 69% primarily due to lower volumes and gross profit, higher 
SG&A expenses, foreign exchange losses and higher interest expense. 


Fertilizer Segment. Fertilizer segment net sales decreased 3% primarily due to lower average selling 
prices because of lower international prices for potash partially offset by a 1% increase in volumes. 


Cost of goods sold decreased 2% primarily due to lower expenses resulting from the restructuring 
programs in Brazil initiated in the fourth quarter of 2005, partially offset by higher operating and 
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depreciation expenses attributable to the expansion of our phosphate capacity which began production in 
the first quarter of 2006, and higher costs primarily due to the impact of the stronger Brazilian real on local 
currency costs when translated into U.S. dollars compared to 2005. Cost of goods sold in 2005 was reduced 
as a result of $28 million of value-added tax credits relating to taxes we paid in prior periods. 


Gross profit decreased by 4% primarily due to lower average selling prices, higher operating and 
depreciation expenses and higher costs due to the impact of a stronger Brazilian real. 


SG&A expenses decreased 17% primarily due to a reversal of a Brazilian social contribution tax 
provision of $18 million resulting from a favorable court ruling and lower expenses resulting from a 
workforce reduction we made earlier in the year. Partially offsetting the decrease were higher costs due to 
the impact of the stronger Brazilian real. Included in SG&A expenses in 2006 were $2 million of cash 
restructuring charges relating to a workforce reduction. 


Foreign exchange results for 2006 included exchange gains from our program to hedge the negative 
impact on results of a stronger Brazilian real on cost of goods sold and SG&A expenses. 


Segment operating profit increased 149% primarily due to foreign exchange gains resulting from our 
hedging program and lower SG&A expenses. 


Edible Oil Products Segment. Edible oil products segment net sales increased 6% due to higher 
average selling prices and a 4% increase in volumes in most regions, especially in Europe. The increase in 
average selling prices followed the generally higher trend in agricultural commodity prices. The increase in 
volumes was largely driven by increased demand for vegetable oil used in the biodiesel industry. Our 
European operations also benefited from the consolidation of an acquisition in Poland, which was 
previously accounted for on the equity method of accounting. Our Brazilian operations benefited from 
expanded operations at one of our refining and packaging facilities. 


Cost of goods sold increased 6% due to the increase in volumes, higher raw material costs and higher 
energy costs primarily in North America and increases in industrial costs resulting from the effects of a 
stronger Brazilian real on local currency costs when translated into U.S. dollars. Gross profit increased 
15% primarily due to improved profitability and higher volumes in Europe. Included in cost of goods sold 
in 2006 was $2 million of impairment charges relating to the write-down of certain refining and packaging 
facilities in our Brazilian edible oil operations. Overall improved distribution and brand positioning also 
contributed to the improvement in gross profit. 


SG&A expenses increased 1% primarily due to the effects of a stronger Brazilian real on local 
currency costs when translated into U.S. dollars partially offset by lower advertising expenses and a receipt 
of a $2 million partial settlement payment in connection with litigation in Brazil. In 2005, SG&A expenses 
included $2 million of restructuring charges relating to a workforce reduction in Brazil and Europe. 


Segment operating profit increased 132% primarily due to improved profitability in Europe and the 
consolidation of an acquisition in Poland, which contributed $6 million to segment operating profit in 2006. 


Milling Products Segment. Milling products segment net sales increased 12% primarily due to higher 
wheat milling product volumes and higher average selling prices for wheat and corn milling products. 
Increases in wheat milling product volumes to bakery and industrial customers and corn milling product 
volumes to commercial customers more than offset the lower corn volumes sold to the U.S. government 
food aid program. Higher average selling prices in wheat and corn milling products were primarily caused 
by a reduction in global wheat stocks and higher corn prices in North America due to increases in demand 
for corn by ethanol producers. 
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Cost of goods sold increased 13% primarily due to higher raw material costs and increases in 
industrial costs resulting from the effects of a stronger Brazilian real on local currency costs when 
translated into U.S. dollars. Raw material cost increases were largely higher following the trend in wheat 
and corn prices. Gross profit increased 10% primarily due to improved milling product margins resulting 
from a shift to higher margin products. SG&A expenses increased 16% primarily due to the effects of a 
stronger Brazilian real. 


Segment operating profit increased 10% as a result of the increase in gross profit and lower financial 
costs. 


Financial Costs. The following is a summary of consolidated financial costs for the periods indicated: 


Year Ended 
December 31, 
(US$ in millions, except percentages) 2006 2005 Change 
DENN ox] 51116631 0 (<n a n a $119 $ 104 14% 
INterest Expense: «sss sg s/o dcnelee eased Heal a aad adele beh eS S Saw Sea adnas (280) (231) 21% 
Orig EXCHANGE CAINS 6566 cc oven ds Meagher iaidas Peasdeeedeasaeead saws 59 (22) 


Interest income increased 14% primarily due to higher average balances of interest bearing accounts 
receivable. Interest expense increased 21% due to higher average borrowings and higher average interest 
rates on short-term debt. 


Foreign exchange gains of $59 million in 2006 on our U.S. dollar net monetary liability position in 
Brazil were primarily due to the 9% appreciation in the value of the Brazilian real versus the U.S. dollar at 
December 31, 2006 compared to December 31, 2005. Foreign exchange results also included hedging gains 
relating to foreign exchange derivative contracts to hedge the effects of exchange rate movements on our 
fertilizer segment industrial and SG&A expenses in Brazil. Foreign exchange losses of $22 million in 2005 
included hedging costs related to our exposure in Brazil partially offset by exchange gains on our Brazilian 
US. dollar net monetary liability position primarily due to the 13% appreciation in the value of the 
Brazilian real versus the U.S. dollar at December 31, 2005 compared to December 31, 2004. In addition, in 
2005, the 2% devaluation in the value of the Argentine peso versus the U.S. dollar at December 31, 2005 
compared to December 31, 2004 resulted in exchange losses on our Argentine U.S. dollar net monetary 
liability position. 


Other Income (Expense)—net. Other income (expense )—net increased $9 million to $31 million in 
2006 from $22 million in 2005. The amount for 2006 primarily included a gain on sale of land in Europe for 
$31 million and 2005 included gains on interest rate derivative contracts and gains on sales of long-lived 
assets. 


Income Tax Benefit (Expense). Income tax benefit for 2006 of $36 million included a $67 million 
reversal of deferred tax valuation allowances and a charge of $21 million relating to a reversal of certain 
tax benefits on U.S. foreign sales recorded from 2001 to 2005 (See “—Factors Affecting our Operating 
Results - Income Taxes” above) and a charge of $14 million relating to certain income tax contingencies in 
Europe. Excluding these items, the income tax benefit was $4 million. 


In 2004, we merged and spun-off several 100% owned European subsidiaries which generated 
statutory capital tax losses and the recognition of $60 million of net operating loss carryforwards. We had 
determined that it was more likely than not that the tax authorities would disallow the recognition of the 
statutory capital tax losses. Consequently, in 2004, Bunge recorded a valuation allowance of $60 million. In 
2006, the tax authorities conducted audits of the tax returns of the applicable entities which included the 
statutory capital tax losses and no additional tax assessment were made by the tax authorities. In addition, 
the statute of limitations for auditing tax returns relating to the applicable returns that included the 
statutory capital tax losses expired on January 1, 2007. As a result, we reversed deferred tax valuation 
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allowances of $72 million in 2006 as we now believe that it is more likely than not that the net operating 
losses will be recovered. The increase from the amount recorded in 2004 of $60 million compared to the 
$72 million reversed in 2006 represents the effects of foreign exchange translation adjustments. Offsetting 
the decrease in the reversal were additional valuation allowances of $5 million recorded in various entities 
relating to recoverability of deferred tax assets. 


Income tax benefit for 2005 of $82 million included a $77 million reversal of a deferred tax liability as 
a result of a favorable tax ruling with respect to unremitted earnings of a foreign subsidiary acquired (See 
“Factors Affecting our Operating Results - Income Taxes” above) and a $79 million reversal of deferred 
tax valuation allowances as a result of the projected utilization of net operating loss carryforwards. 
Excluding these items, the income tax expense was $74 million. 


The decrease in the valuation allowance in 2005 resulted from the projected use of net operating loss 
carryforwards by our Brazilian subsidiaries. We were able to recognize these net operating loss 
carryforwards because of the legal restructuring of our Brazilian subsidiaries, increased statutory taxable 
income of these subsidiaries caused by the effects of the Brazilian real appreciation and actions undertaken 
to recover the net operating loss carryforwards. Our tax planning strategies in Brazil involve the use of 
foreign currency derivatives, optimizing the capital structure of our Brazilian subsidiaries to make it more 
tax efficient and using U.S. dollar-denominated intercompany loans. 


The decrease in the income tax expense, excluding the items noted above, was primarily due to a 
decline in income from operations before income tax in subsidiaries that are in tax jurisdictions with higher 
income tax rates. The effects of a legal restructuring in Brazil, completed in 2005, also contributed to the 
lower income tax expense. 


Minority Interest. Minority interest expense decreased $11 million to $60 million in 2006 from $71 
million in 2005 primarily due to lower earnings from Fosfertil. 


Equity Earnings in Affiliates. Equity earnings of affiliates decreased $8 million to $23 million in 2006 
from $31 million in 2005 primarily due to lower earnings in Solae as a result of impairment and 
restructuring charges relating to the closure of a plant in China, employee severance costs and impairment 
charges relating to certain patent, technology and trademark investments in intangible assets no longer 
used in the business. Partially offsetting the decrease in equity in earnings of affiliates were higher earnings 
from our French oilseed processing and European biodiesel joint ventures. 


Net Income. Net income decreased $9 million to $521 million in 2006 from $530 million in 2005. Net 
income for 2006 includes the reversal of deferred tax valuation allowances of $67 million, impairment and 
restructuring charges of $16 million, net of tax, a reversal of a Brazilian social contribution tax provision of 
$8 million, net of tax and after minority interest, resulting from a favorable court ruling, a partial litigation 
settlement gain of $4 million, net of tax, $7 million of expense, net of tax, relating to the incremental share- 
based compensation cost as a result of the adoption of SFAS No. 123R, an income tax expense of $21 
million relating to a correction of certain tax benefits recognized from 2001 to 2005, an income tax expense 
of $14 million relating to certain income tax contingencies, $13 million of impairment and restructuring 
charges, net of tax, relating to our investment in affiliates in Solae and gains on sales of long-lived assets of 
$29 million. 


Net income for 2005 includes the reversal of deferred tax valuation allowances of $79 million and a 
reduction of deferred tax liabilities of $77 million due to a favorable tax ruling, impairment and 
restructuring charges of $33 million, net of tax, the reversal of valuation allowances on recoverable taxes of 
$19 million, net of tax, the value-added tax credits of $17 million, net of tax, related to a change in tax laws, 
gains on sales of long-lived assets of $13 million, net of tax and a reversal of a transactional tax provision 
for $10 million, net of tax, due to a favorable tax ruling. 
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2005 Compared to 2004 


Agribusiness Segment. Agribusiness segment net sales decreased 3% due to lower average selling 
prices for agricultural commodity products, partially offset by a 10% increase in volumes. The decrease in 
average selling prices was primarily due to increased global supply of grains and oilseeds. Agribusiness 
volumes increased as customers responded to lower prices in 2005 for agricultural commodities compared 
to 2004’s higher prices. 


Cost of goods sold decreased 2% primarily due to lower raw material costs, partially offset by an 
increase in volumes. Included in cost of goods sold in 2005 was $40 million of impairment and 
restructuring charges relating to two oilseed processing plants in Brazil, which were closed in 2005, and the 
impairment of one plant in India, a $27 million decrease in the remaining balance of our allowance for 
recoverable taxes in Argentina, primarily as a result of payments being received without delays and the 
significant improvement in the Argentine government’s financial condition, and a reversal of a $14 million 
provision for a transactional tax resulting from a favorable U.S. tax ruling. Included in cost of goods sold in 
2004 were $10 million of non-cash impairment charges on long-lived assets and $7 million of restructuring 
charges relating to our Western European oilseed processing operations. 


Gross profit decreased 12% primarily due to lower results in our Brazilian agribusiness operations 
caused by the slower pace of farmer selling, which reduced margins and capacity utilization in Brazil, 
freight costs and higher operational expenses due to the impact of the stronger real on local currency costs 
when translated into U.S. dollars. 


SG&A expenses decreased 3% primarily due to a reduction in bad debt expense as a result of 
recoveries on advances to farmers and lower variable compensation expense, offset in part by the impact of 
the stronger Brazilian real on local currency costs when translated into U.S. dollars. SG&A expenses 
included $5 million of restructuring charges relating to a workforce reduction in our Brazilian and 
European operations. 


Segment operating profit decreased 23% primarily due to the decrease in gross profit. 


Fertilizer Segment. Fertilizer segment net sales increased 4% primarily due to an increase in average 
selling prices offset in part by a 1% decrease in volumes. Retail volumes declined as farmers reduced their 
fertilizer purchases due to reduced plantings of soybeans and a reduction in the use of fertilizers. Partially 
offsetting the volume decline was an increase in nitrogen-based fertilizer sales volumes in 2005 compared 
to 2004 as Brazilian farmers responded to attractive sugar cane prices by increasing their sugar cane 
plantings. Selling prices benefited from higher international prices primarily for nitrogen-based fertilizer 
raw materials. 


Cost of goods sold increased 18% primarily due to increases in imported raw material costs, higher 
operational and depreciation expenses attributable to new blending, granulation and acidulation plants 
that commenced production during the second quarter of 2004 and higher costs due to the impact of the 
stronger real on local currency costs when translated into U.S. dollars in 2005 compared to 2004. 
Legislation passed in Brazil in May 2005 enabled us to recover $28 million in value-added tax credits, 
which are included as a reduction to cost of goods sold. 


Gross profit decreased by 43% primarily due to lower volumes, increases in raw material costs, 
operational and depreciation expenses. We purchased and manufactured fertilizer inventories in 
anticipation of stronger demand later in the year, which resulted in increased inventory carrying costs as 
these fertilizer inventories were purchased when the real was weaker but sold later at a stronger real-U.S. 
dollar exchange rate. This negatively pressured margins as fertilizer prices in U.S. dollar terms remained 
relatively stable. Margins were further negatively affected by the inability of the farmers to absorb higher 
selling prices. 
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SG&A expenses increased 16% primarily due to higher bad debt expense of $44 million, higher 
employee expenses, a $2 million restructuring charge relating to a workforce reduction in Brazil and the 
effect of the stronger real on local currency costs when translated into U.S. dollars compared to last year. 
Bad debt expense increased primarily due to increases in delinquent accounts as a result of weakened farm 
economics in Brazil. In certain regions in Brazil, the 2005 crop was poor in quality and yield, primarily due 
to a drought. In 2005, SG&A expenses included a reversal of a provision of $10 million due to favorable 
settlement relating to an audit of value added taxes in Brazil. 


Segment operating profit decreased 78% primarily due to the decrease in gross profit and increases in 
SG&A expenses. 


Edible Oil Products Segment. Edible oil products segment net sales decreased 13% primarily due to 
lower average selling prices caused by a decrease in raw material costs that resulted from increased global 
supply of oilseeds. The decrease was also due to a 10% decline in volumes. 


Cost of goods sold decreased 14% primarily due to lower raw material costs offset partially by 
increases in energy costs. Included in cost of goods sold in 2004 were $7 million of impairment charges 
related to write downs of certain refining and packaging facilities in our North and South American edible 
oil operations. Gross profit increased 11% primarily due to the increase in sales volumes, lower raw 
material costs and a more profitable product mix in most locations. 


SG&A expenses increased 37% primarily due to the effects of a stronger real on local currency costs 
when translated into U.S. dollars, higher employee costs related to building our sales force in Russia and 
higher advertising expenses in Brazil and Poland related to the launch and repositioning of our margarine 
brands. In 2005, SG&A expenses included $2 million of restructuring charges relating to workforce 
reductions in Brazil and Europe. 


Segment operating profit decreased 53% primarily due to the increase in SG&A expenses. 


Milling Products Segment. Milling products segment net sales increased 7% primarily due to higher 
average selling prices for wheat milling products as a result of improved product mix and higher volumes in 
Brazil benefited by increases in international wheat prices. Average selling prices for corn milling products 
were slightly lower. 


Cost of goods sold increased 3% primarily due to higher energy costs and operational expenses 
resulting from the impact of the stronger real on local currency costs when translated into U.S. dollars 
offset by lower volumes. In addition, cost of goods sold for 2005 benefited from raw material purchases we 
made earlier in the year prior to an increase in international wheat prices and lower expenses due to 
synergies created from the exchange of our Brazilian retail flour assets for the industrial flour assets of J. 
Macédo S.A. in 2004. Gross profit increased 36% primarily due to higher average selling prices for wheat 
milling products, lower raw material costs and a more profitable mix of products sold. 


SG&A expenses increased 22% primarily due to the impact of the stronger real. Segment operating 
profit increased 54% as a result of the improvement in gross profit. 
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Consolidated Financial Costs. The following is a summary of consolidated financial costs for the 
periods indicated: 


Year Ended 

December 31, 
(US$ in millions, except percentages) 2005 2004 Change 
Interest INCOME ... 6... eee cents $ 104 $ 103 1% 
INCEPESt CXPCNSCsccccscdoenrns eee ce densanaaseeas (231) (214) 8% 
Foreign exchange losses ............cceecc sees eee eeees (22) (31) 


Interest income increased 1% primarily due to higher average balances of interest bearing accounts 
receivable. Interest expense increased 8% due to higher average interest rates on short-term debt. 


Foreign exchange losses of $22 million in 2005 included hedging costs related to our exposure in 
Brazil partially offset by exchange gains on our Brazilian U.S. dollar net monetary liability position 
primarily due to the 13% appreciation of the real in 2005. In addition, the 2% devaluation of the Argentine 
peso in 2005 resulted in exchange losses on our Argentine U.S. dollar net monetary liability position. 


Foreign exchange losses of $31 million in 2004 included hedging costs related to our exposure in 
Brazil and exchange losses on our Brazilian U.S. dollar net monetary liability position primarily due to the 
7% devaluation of the real in the first six months of 2004. During the third quarter of 2004, the real 
appreciated 9% resulting in foreign exchange gains on the U.S. dollar net monetary liability position in 
Brazil in that quarter. In the fourth quarter of 2004, the real and the euro appreciated against the U.S. 
dollar which resulted in foreign exchange gains on the U.S. dollar net monetary liability positions of 
Bunge’s Brazilian and European subsidiaries. The foreign exchange gains recorded in the third quarter of 
2004 did not offset the foreign exchange losses recorded in the first six months of 2004 primarily because 
the aggregate net U.S. dollar monetary liability position in the third quarter of 2004 was less than it was in 
the first half of 2004. 


Other Income (Expense)—net. Other income (expense)—net increased $4 million to $22 million in 
2005 from $18 million in 2004. 2005 included a pretax gain of $8 million from the formation of our 
biodiesel joint venture with Diester Industrie in December 2005. 2004 included a pretax gain of $5 million 
from our asset exchange transaction with J. Macédo. 


Income Tax Benefit (Expense). Income tax benefit for 2005 of $82 million included a non-cash $77 
million reversal of a deferred tax liability as a result of a favorable U.S. tax ruling with respect to 
unremitted earnings of a foreign subsidiary acquired (See “—Income Taxes” above) and a $79 million 
reversal of deferred tax valuation allowances as a result of the projected utilization of net operating loss 
carryforwards. We were able to recognize these net operating loss carryforwards because of the legal 
restructuring of the Bunge’s Brazilian subsidiaries, increased statutory taxable income of these subsidiaries 
caused by the effects of the real appreciation and actions undertaken to recover the net operating loss 
carryforwards. The remaining decrease in our income taxes was primarily attributable to a reduction in 
earnings in higher tax jurisdictions. 


Minority Interest. Minority interest expense decreased $75 million to $71 million in 2005 from $146 
million in 2004, primarily due to lower earnings from our non-wholly owned subsidiaries and the 
acquisition of the remaining 17% minority interest of Bunge Brasil S.A. in the third and fourth quarters of 
2004. Bunge now owns 100% of Bunge Brasil. 


Equity in Earnings of Affiliates. Equity in earnings of affiliates increased $18 million to $31 million in 
2005 from $13 million in 2004 primarily due to higher earnings from Bunge’s French vegetable oil 
processing and European biodiesel joint ventures. 
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Net Income. Net income increased $61 million to $530 million in 2005 from $469 million in 2004. Net 
income for 2005 includes the reversal of deferred tax valuation allowances of $79 million and a reduction 
of deferred tax liabilities of $77 million due to a favorable tax ruling, impairment and restructuring charges 
of $33 million, net of tax, the reversal of valuation allowances on recoverable taxes of $19 million, net of 
tax, the value-added tax credits of $17 million, net of tax, related to a change in tax laws, gains on sales of 
long-lived assets of $13 million, net of tax and a reversal of a transactional tax provision for $10 million, net 
of tax, due to a favorable tax ruling. Net income for 2004 included $15 million of after tax impairment and 
restructuring charges on long-lived assets in Europe and a $3 million after tax gain on the asset exchange 
transaction with J. Macédo. 


Liquidity and Capital Resources 


Our primary financial objective is to maintain sufficient liquidity through a conservative balance sheet 
that provides flexibility to pursue our growth objectives. Our current ratio, defined as current assets 
divided by current liabilities, was 1.86 and 1.81 at December 31, 2006 and 2005, respectively. 


Cash and Readily Marketable Inventories. Cash and cash equivalents were $365 million at 
December 31, 2006 and $354 million at December 31, 2005. 


Included in our inventories were readily marketable inventories of $2,336 million at December 31, 
2006 and $1,534 million at December 31, 2005. Readily marketable inventories are agricultural commodity 
inventories, which are readily convertible to cash because of their commodity characteristics, widely 
available markets and international pricing mechanisms. Inventories at December 31, 2006 increased from 
December 31, 2005 primarily due to higher agricultural commodity prices and larger inventory quantities. 


Fertilizer Segment Accounts Receivable. In our fertilizer segment, customer accounts receivable 
typically have repayment terms of up to 180 days. The actual due dates are individually determined based 
upon when a farmer purchases our fertilizers and the anticipated harvest and sale of the farmer’s crop, as 
the farmer’s cash flow is seasonal and is typically generated after the crop is harvested. The payment terms 
for these accounts receivable are often renegotiated if there is a crop failure or the cash flows generated 
from the harvest are not adequate for the farmer to repay balances due to us. 


Brazilian farm economics in 2006 and 2005 were adversely affected by lower soybean prices during 
much of the period due to large global soybean stocks and a steadily appreciating Brazilian real. In 
addition, in certain regions in Brazil, the 2005 crop was poor in quality and yield due to a drought. Certain 
Brazilian farmers responded to these conditions by withholding sales of their crops and delaying payment 
on outstanding amounts owed to farm input suppliers, which has resulted in an increase in the number of 
our delinquent fertilizer segment accounts receivable. In addition, certain farmers increased their accounts 
receivable balances with us in order to acquire additional fertilizer products for the 2006 planting season. 
As a result, we have increased our allowance for doubtful accounts in the fertilizer segment. Below is a 
table of our fertilizer segment trade accounts receivable balances and the related allowances for doubtful 
accounts as of the dates indicated: 


December 31, 
(US$ in millions) 2006 2005 
Tradé accounts rece va ble e.g sicni ci uaieuaie suaeawin ieendeanngae $746 $676 
Allowance for doubtful accounts .......... 00... cece eee cee eens $144 $117 
Allowance for doubtful accounts as a percentage of accounts 
TECEIVADIS: acc Seccearicddes cd Go eihs eed hidica a la aleve lasaliaca cialace, suatdiacniatale dunaleca las 19% 17% 


We evaluate the collectibility of our trade accounts receivable and record allowances for doubtful 
accounts if we have determined that collection is doubtful. We base our determination of the allowance on 
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analyses of credit quality for specific accounts, considering also the economic and financial condition of the 
farming industry and other market conditions. We continue to monitor the economic environment and 
events taking place in Brazil and will adjust this allowance in the future depending upon significant 
changes in circumstances. In addition, we have tightened our credit policies to reduce exposure to higher 
risk accounts and we have increased our collateral requirements for certain customers. 


Secured Advances to Suppliers and Prepaid Commodity Contracts. We purchase soybeans through 
prepaid commodity purchase contracts and secured advances to farmers in Brazil. These financing 
arrangements are typically secured by the farmer’s future crop and mortgages on the farmer’s land and 
other assets and are generally settled after the farmer’s crop is harvested and sold. At December 31, 2006, 
we had $866 million in outstanding prepaid commodity purchase contracts and secured advances to 
farmers in Brazil compared to $924 million at December 31, 2005. The allowance for uncollectible 
advances totaled $40 million at December 31, 2006 and $32 million at December 31, 2005. We closely 
monitor the collectibility of these advances. Against these outstanding balances owed to us, we also had 
$35 million and $39 million, as of December 31, 2006 and December 31, 2005, respectively, recorded as 
accounts payable to these farmers reflecting soybeans which had been delivered by the farmers to our 
facilities. In addition, at December 31, 2006, we had a $16 million security interest in the undelivered 
harvested crop of various farmers with outstanding advances held at facilities not owned by us. 


Included in the outstanding balances for prepaid purchase contracts and secured advances to farmers 
at December 31, 2006 and 2005 were long-term secured advances to suppliers of $258 million and $196 
million, respectively. The repayment terms of our long-term secured advances to suppliers generally range 
from two to three years. We extend secured advances to suppliers on a long-term basis as Brazilian 
producers increase acreage used for the production of agricultural commodities. These advances are used 
by our suppliers to invest in the cultivation of newly converted land and other supplies needed for the 
production of agricultural commodities. This program ensures a future supply of agricultural commodities 
from the increased acreage. Often these new production areas will take two to three years to reach normal 
yields. 


Included in the long-term secured advances to suppliers are advances that were renegotiated from 
their original terms equal to an aggregate of $54 million and $56 million at December 31, 2006 and 2005, 
respectively, mainly due to crop failures. These renegotiated advances are collateralized by a farmer’s 
future crops and a mortgage on the land, buildings and equipment. 


Long-Term and Short-Term Debt. We conduct most of our financing activities through a centralized 
financing structure, designed to act as our central treasury, which enables us and our subsidiaries to borrow 
long-term and short-term debt more efficiently. This structure includes a master trust facility, the primary 
assets of which consist of intercompany loans made to Bunge Limited and its subsidiaries. Bunge Limited’s 
100% owned financing subsidiaries fund the master trust with long- and short-term debt obtained from 
third parties, including through our commercial paper program. 


Our short-term and long-term debt increased by $338 million at December 31, 2006 from 
December 31, 2005, primarily due to higher working capital levels. The increase in working capital was 
primarily due to higher prices for agricultural commodities, higher soybean purchases in the United States 
and Brazil and a positive carrying structure in the market for agricultural commodities, as forward prices 
for agricultural commodities have been higher than current cash prices, which has encouraged processors 
such as us to buy and hold inventories. Generally, during periods when commodity prices are high, our 
operations require increased levels of working capital which results in higher debt levels. 


To finance working capital, we use cash flows generated from operations and short-term borrowings, 
including our commercial paper program, and various long-term bank facilities and bank credit lines, 
which are sufficient to meet our business needs. At December 31, 2006, we had approximately $1,450 
million of committed borrowing capacity under our commercial paper program, other short-term lines of 
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credit and long-term credit facilities, all of which are with a number of lending institutions. Of this 
committed capacity, $910 million was unused and available at December 31, 2006. 


At December 31, 2006, we had $90 million outstanding under our commercial paper program. We 
maintain back-up bank credit lines equal to the maximum capacity of our commercial paper program of 
$600 million. These credit lines expire in June 2007. If we were unable to access the commercial paper 
market, we would use these bank credit lines, which would be at a higher cost than our commercial paper. 
Bunge Limited has provided parent level guarantees of the indebtedness under these bank credit lines 
entered into by its 100% owned subsidiary. At December 31, 2006, no amounts were outstanding under 
these back-up bank credit lines. 


To supplement our existing credit lines and based on our assessment of anticipated liquidity 
requirements due to the increase in working capital and our business expansion plans, during 2006, we 
entered into revolving short-term uncommitted credit agreements with several banks representing an 
aggregate of $775 million in borrowing capacity of which $225 million was outstanding at December 31, 
2006. Also in 2006, we entered into a three-year revolving credit agreement with several banks 
commencing on January 1, 2007 that expires in January 2010 with an aggregate borrowing capacity of $600 
million. This credit agreement was entered into by our 100% owned finance subsidiary, Bunge Finance 
Europe B.V. and is guaranteed by Bunge Limited. 


Through our subsidiaries, we have various other long-term debt facilities at fixed and variable interest 
rates denominated in both U.S. dollars and Brazilian reais, most of which mature between 2007 and 2008. 
At December 31, 2006 we had $190 million outstanding under these long-term debt facilities. At 
December 31, 2006, $57 million was secured by certain land, property, plant and equipment and 
investments in our consolidated subsidiaries, having a net carrying value of $573 million. 


Our credit facilities and certain senior notes require us to comply with specified financial covenants 
related to minimum net worth, working capital and a maximum debt to capitalization ratio. We were in 
compliance with these covenants as of December 31, 2006. 


In June 2006, Standard & Poor’s Ratings Services (S&P) and Fitch Ratings revised their outlook on 
the credit rating of our unsecured guaranteed senior notes to “BBB with a negative outlook” from “BBB 
with a stable outlook”. Subsequently, on November 14, 2006, S&P lowered the credit rating on our 
unsecured guaranteed senior notes to “BBB- with a stable outlook” from “BBB with a negative outlook”. 
Also, on July 31, 2006, Moody’s Investors Service (Moody’s) placed the Baa2 rating on our guaranteed 
senior unsecured notes under review for possible downgrade. Subsequently, on December 4, 2006, 
Moody’s revised their outlook on the credit rating of our guaranteed senior unsecured notes to “Baa2 with 
a negative outlook” from “Baa2”. We do not have any ratings downgrade triggers that would accelerate the 
maturity of our debt. However, credit rating downgrades would increase our borrowing costs under our 
credit facilities and, depending on their severity, affect our ability to renew existing or to obtain new credit 
facilities or access the capital markets in the future on favorable terms. We may also be required to post 
collateral or provide third-party credit support under certain agreements as a result of such downgrades. A 
significant increase in our borrowing costs could impair our ability to compete effectively in our business 
relative to competitors with lower amounts of indebtedness and/or higher credit ratings. 


We have various outstanding interest rate swap agreements with a total notional amount of $1,400 
million for the purpose of managing our interest rate exposure on a portion of our fixed rate senior notes. 
Under the terms of the interest rate swaps, we make payments based on six-month LIBOR set in arrears, 
and we receive payments based on fixed interest rates. Accrued interest payable of approximately $16 
million relating to these swaps was recorded as an increase to interest expense in 2006. The maturity of the 
interest rate swap agreements correspond with the maturity of the associated fixed rate senior notes. 
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In November 2005, we redeemed our remaining outstanding 3.75% convertible notes due 
November 15, 2022 (convertible notes) issued by Bunge Limited Finance Corp. (BLFC). BLFC is a 100% 
owned subsidiary of Bunge Limited. The convertible notes were converted into 31.1137 common shares of 
Bunge Limited for each $1,000 principal amount of convertible notes. Substantially all holders of the 
remaining outstanding aggregate principal amount of $242 million convertible notes converted their notes 
into an aggregate 7,532,542 common shares of Bunge Limited prior to the redemption date. The income 
tax effect of this redemption was not recorded in 2005 as the final conclusions regarding the appropriate 
income tax treatment had not been finalized. In 2006, we completed our 2005 U.S. tax return and recorded 
a tax benefit of $48 million with a corresponding increase in deferred tax assets for the difference between 
the face value of the notes and the fair market value of Bunge Limited common shares on the date of the 
exchange. In addition, we recorded a tax liability of $24 million related to this transaction. The income tax 
benefit and the associated valuation allowance were recorded to additional paid-in capital in shareholders’ 
equity in accordance with SFAS No. 109, Accounting for Income Taxes and APB No. 9, Reporting the Results 
of Operations. 


Convertible Preference Shares. In November 2006, we sold 6,900,000 4.875% cumulative convertible 
perpetual preference shares in a public offering for which we received net proceeds of $677 million, after 
underwriting discounts, commissions and expenses. We used the net proceeds to reduce indebtedness. 
Dividends on the convertible preference shares are payable quarterly. Each convertible preference share 
has an initial liquidation preference of $100 per share plus accumulated and unpaid dividends and is 
convertible, at the holder’s option, at any time, initially into approximately 1.0846 of our common shares, 
based on an initial conversion price of $92.20 per share, subject in each case to specified adjustments. On 
or after December 1, 2011, if the closing price of our common shares equals or exceeds 130% of the 
conversion price for 20 trading days during any consecutive 30-trading day period, we may, at our option, 
cause the convertible preference shares to be automatically converted into common shares at the then 
prevailing conversion price. The convertible preference shares are not redeemable by us at any time. 


Shareholders’ Equity. Shareholders’ equity increased to $5,668 million at December 31, 2006 from 
$4,226 million at December 31, 2005, as a result of the net income of $521 million, $677 million received 
from the sale of preference shares, $25 million from the issuance of our common shares upon the exercise 
of employee stock options and the issuance of restricted stock units that had vested, $24 million related to 
stock-based compensation expense upon the adoption of SFAS No. 123R, $24 million relating to tax 
benefits from the November 2005 redemption of the convertible notes and other comprehensive income of 
$279 million, which includes foreign exchange gains of $267 million. This increase was partially offset by 
dividends paid to shareholders of $74 million during 2006 and accrued dividends payable to preference 
shareholders of $4 million. 


Cash Flows 


2006 Compared to 2005. In 2006, our cash and cash equivalents balance increased $11 million, 
reflecting the net impact of cash flows from operating, investing and financing activities, compared to a 
$78 million decrease in our cash and cash equivalents balance in 2005. 


Our operating activities used cash of $289 million in 2006, compared to cash provided of $382 million 
in 2005. 


Our cash flow from operations varies depending on the timing of the acquisition of, and the market 
prices for, agribusiness commodity inventories. The decrease in the cash flow from operating activities was 
primarily due to higher levels of working capital. The higher levels of working capital were primarily 
attributable to higher soybean purchases in the United States and Brazil and a positive carrying structure 
in the market for agricultural commodities, as forward prices for agricultural commodities have been 
higher than current cash prices, which has encouraged processors such as us to buy and hold inventories. 
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Generally, during periods when commodity prices are high, our operations require increased levels of 
working capital. 


Our Brazilian subsidiaries are primarily funded with intercompany, U.S. dollar-denominated debt. 
The functional currency of our Brazilian subsidiaries is the local currency, the Brazilian real. These U.S. 
dollar- denominated intercompany loans are remeasured into their respective functional currencies at 
exchange rates at the applicable balance sheet date. The resulting gain or loss is included in our 
consolidated statements of income as a foreign exchange gain or loss. However, foreign exchange gains or 
losses on these U.S. dollar-denominated intercompany loans do not impact our cash flows from operating 
activities, but are included as an adjustment to reconcile net income to cash provided by (used for) 
operating activities. For the year ended December 31, 2006 and 2005, the foreign exchange gains on these 
loans were $175 million and $112 million, respectively, and these were included as an adjustment to 
reconcile net income to cash used (provided) by operating activities in the line item “Foreign exchange 
(gain) loss on debt” in our consolidated statements of cash flows. 


Cash used by investing activities was $611 million in 2006, compared to cash used of $480 million in 
2005. Payments made for capital expenditures included investments in property, plant and equipment that 
totaled $503 million and consisted primarily of additions under our normal capital expenditure plan. The 
majority of capital expenditures in 2006 related to replacement of existing equipment in order to maintain 
current production capacity, efficiency improvements to reduce costs, safety improvements, equipment 
upgrades and business expansion. 


Investments in affiliates included in cash flow from investing activities for 2006 included $16 million 
for a 25% ownership interest in a company that manufactures edible oil products in Russia, additional 
investments of $35 million in our existing Brazilian port terminal joint ventures and $28 million of 
investments in various renewable energy joint ventures in the United States. In 2006, acquisitions of 
business and other intangible assets include the acquisition of two agribusiness companies in China for $26 
million and $43 million for a port terminal in Brazil. 


Investing activities in 2006 also included capital returns of $18 million primarily from our Solae joint 
venture. In addition, we collected $11 million from a note receivable relating to the December 2005 
formation of our biodiesel joint venture with Diester Industrie International that was repaid in April 2006. 
Proceeds from disposal of property, plant and equipment includes $38 million from the sale of land in 
Europe. 


Cash provided by financing activities was $891 million in 2006 compared to cash provided of 
$21 million in 2005. In 2006, we increased our borrowings by $299 million, and we received net proceeds of 
$677 million from the issuance of convertible preference shares. Dividends paid to our common 
shareholders in 2006 were $74 million. 


2005 Compared to 2004. In 2005, our cash and cash equivalents balance decreased $78 million, 
reflecting the net impact of cash flows from operating, investing and financing activities, compared to a 
$57 million decrease in our cash and cash equivalents balance in 2004. 


Our operating activities provided cash of $382 million in 2005, compared to cash provided by 
operating activities of $802 million in 2004. 


The decrease in the cash flow from operating activities is primarily due to the decline in income from 
operations before income taxes and minority interest and higher levels of operating working capital for 
2005 compared to 2004. Cash flow from operations in 2005 included approximately $155 million from the 
sale of accounts receivable through a new securitization facility. In 2004, cash flow benefited from the 
reduction in high soybean prices. Cash flow provided by operating activities for 2004 also included $60 
million received from the net settlement of various interest rate derivatives. 
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Cash used by investing activities was $480 million in 2005, compared to cash used of $824 million in 
2004. Payments made for capital expenditures included investments in property, plant and equipment that 
totaled $522 million and consisted primarily of expenditures under our normal capital expenditure plan. 


Acquisitions of businesses and other intangible assets included in cash flows from investing activities 
were $50 million in 2005, which included $23 million for the Ideal premium bottled oil brand in Russia and 
the former Soviet Union countries and $13 million from the acquisition of a controlling interest in an 
integrated soybean crushing and refining plant in the port city of Rizhao, China. Investments in affiliates of 
$18 million primarily included an investment in a port terminal joint venture in Brazil. In 2005 and 2004, 
we received a capital return of $35 million and $17 million, respectively, from our Solae joint venture. 


In 2004, we acquired the remaining 17% interest in Bunge Brasil that we did not already own for 
$314 million in cash. In April 2004, we acquired the remaining 40% of Polska Oil, a Polish producer of 
bottled edible oils, for $27 million. In addition, we invested approximately $38 million in existing and new 
business joint ventures during 2004 primarily in South America and Eastern Europe and we loaned 
$14 million to our joint venture in Poland. Also included in cash flow from investing activities in 2004 was 
$7 million received in the asset exchange transaction with J. Macédo. 


Cash provided by financing activities was $21 million in 2005, compared to cash used of $91 million in 
2004. In 2005 and 2004, we increased our borrowings of long-term debt primarily to finance our additional 
working capital requirements and fund our investing activities. In July 2005, BLFC issued $400 million of 
unsecured senior notes, which are unconditionally guaranteed by Bunge Limited, for net proceeds of 
$396 million. 


In 2004, we reduced our borrowings of short-term debt by using cash flow provided by operating 
activities. In April 2004, BLFC issued $500 million of unsecured senior notes, which are unconditionally 
guaranteed by Bunge Limited, for net proceeds of $496 million, and in June 2004, we sold 9,775,000 
common shares in a public offering for net proceeds of $331 million. In November 2004, we redeemed 
preferred shares of a subsidiary for $170 million. Dividends paid to our shareholders in 2005 and 2004 were 
$63 million and $51 million, respectively. 


Capital Expenditures 


Our capital expenditures were $503 million in 2006, $522 million in 2005 and $437 million in 2004. In 
2006, major capital projects included the construction of a new refinery in Canada, construction of two new 
oilseed processing plants in Spain, construction of port terminal facilities in Brazil and Argentina, 
expansion of Brazilian sulfuric and phosphoric acid production capacity, acquisition of silos in Eastern 
Europe and construction of new refining and oilseed processing capabilities in Eastern Europe. 


In 2005, major capital projects included the expansion of our Brazilian fertilizer blending, sulfuric and 
phosphoric acid production capacity, investments in export terminal operations in Brazil and Argentina, 
expansion of our oilseed processing capabilities and port facilities in Spain and Eastern Europe, and 
expansion of oilseed processing and grain origination capabilities in Russia and Ukraine. 


In 2004, major capital projects included the expansion of our Brazilian fertilizer blending and 
phosphoric acid production capacity, expansion of our grain origination operations in Brazil (including 
additional investments in logistics), investments in export terminal operations in Argentina, expansion of 
our oilseed processing capacity in Eastern Europe and acquisitions of port facilities. 


We intend to invest approximately $570 million to $590 million in 2007, net of cash received on asset 
dispositions for capital expenditures. Of this amount, we expect that $290 million to $310 million will be 
used for sustaining current production capacity, as well as maintenance, safety and environmental capital 
expenditure programs. The other investments will be used to build new plants and improve oilseed 
processing logistics and plant operating efficiencies in Europe, expand and upgrade our mining, fertilizer 
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and wheat milling production capacity and port facilities in Brazil, expand or acquire grain origination 
facilities in Europe and expand and modernize certain of our oilseed processing and edible oil refineries in 
Canada and Europe. We intend to fund our capital expenditures with cash flows from operations and 
available borrowings. 

Off-Balance Sheet Arrangements 


Guarantees 


We have issued or were party to the following third-party guarantees at December 31, 2006: 


Maximum Potential 


(US$ in millions) Future Payments 
Operating lease residual values(1).......... 0... e cee eee eee eee $ 58 
Unconsolidated affiliates financing(2)................. 0. ee eee 22 
Customer financing (3) wiccscscaca susan dueael sania haa eee eels 162 
Totals cciciciacataniietnuesd sos deidadidaducadeaedadadadanad ds $242 


(1) Prior to January 1, 2003, we entered into synthetic lease agreements for barges and railcars originally 
owned by us and subsequently sold to third parties. The leases are classified as operating leases in 
accordance with SFAS No. 13, Accounting for Leases. Any gains on the sales were deferred and 
recognized ratably over the initial lease terms. We have the option under each lease to purchase the 
barges or railcars at fixed amounts, based on estimated fair values or to sell the assets. If we elect to 
sell, we will receive proceeds up to fixed amounts specified in the agreements. If the proceeds of such 
sales are less than the specified fixed amounts, we would be obligated under a guarantee to pay 
supplemental rent for the deficiency in proceeds up to a maximum of approximately $58 million at 
December 31, 2006. The operating leases expire through 2010. There are no recourse provisions or 
collateral that would enable us to recover any amounts paid under this guarantee. 


(2) Prior to January 1, 2003, we issued a guarantee to a financial institution related to debt of our joint 
ventures in Argentina, which are our unconsolidated affiliates. The term of the guarantee is equal to 
the term of the related financing, which matures in 2009. There are no recourse provisions or 
collateral that would enable us to recover any amounts paid under this guarantee. 


(3) We issued guarantees to financial institutions in Brazil related to amounts owed the institutions by 
certain of their customers. The terms of the guarantees are equal to the terms of the related financing 
arrangements, which can range from 120 days to five years. In the event that the customers default on 
their payments to the institutions and we would be required to perform under the guarantees, we have 
obtained collateral from the customers. At December 31, 2006, $90 million of these financing 
arrangements were collateralized by tangible property. We have determined the fair value of these 
guarantees to be immaterial at December 31, 2006. 


In addition, we have issued parent level guarantees for the repayment of certain senior notes and 
senior credit facilities, which were issued or entered into by our 100% owned subsidiaries. Our senior 
notes, issued by our 100% owned finance subsidiaries, Bunge Limited Finance Corp., are fully and 
unconditionally guaranteed by us. The debt under these guarantees had a carrying amount of 
$2,836 million at December 31, 2006. All outstanding debt related to these guarantees is reflected in our 
consolidated financial statements included as part of this Annual Report on Form 10-K. There are no 
significant restrictions on the ability of Bunge Limited Finance Corp. or any of our other subsidiaries to 
transfer funds to us. 


Also, certain of our subsidiaries have provided guarantees of indebtedness of certain of their 
subsidiaries under certain lines of credit with various institutions. The total borrowing capacity under these 
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lines of credit was $65 million as of December 31, 2006, of which approximately $4 million of related debt 
was outstanding as of such date. 


Accounts Receivable Securitization Facilities 


In 2005, certain of our European subsidiaries entered into an accounts receivable securitization 
facility (Euro securitization facility). Through the Euro securitization facility, our European subsidiaries 
may offer to sell and the investor has the option to buy, without recourse, on a monthly basis certain 
eligible trade accounts receivable up to a maximum amount of Euro 200 million. Eligible accounts 
receivable are based on accounts receivable in certain designated European countries. We account for the 
transfers of accounts receivable as sales under SFAS No. 140, Accounting for Transfers and Servicing of 
Financial Assets and Extinguishments of Liabilities. Our European subsidiaries retain collection and 
administrative responsibilities for the accounts receivable sold. At the time an account receivable is sold 
and title transferred, it is removed from the consolidated balance sheet and the proceeds are reflected in 
cash provided by operating activities. The effective yield rates on the accounts receivable sold are based on 
monthly EUR LIBOR plus .295% per annum. In the years ended December 31, 2006 and 2005, we 
recognized approximately $5 million and $2 million, respectively, of expenses, in the consolidated 
statements of income, related to the securitization program in Europe. 


The initial term of the Euro securitization facility expires in 2010, but may be terminated earlier upon 
the occurrence of certain limited circumstances. Our European subsidiaries retain beneficial interests in 
certain accounts receivable that do not qualify as a sale under SFAS No. 140. The beneficial interests are 
subordinate to the investors’ interests and are valued at historical cost, which approximate fair value. The 
beneficial interests are recorded in other current assets in the consolidated balance sheet. 


As of December 31, 2006, we sold approximately $171 million of accounts receivable to the Euro 
securitization facility, of which we have retained a $44 million beneficial interest in certain accounts 
receivable that did not qualify as a sale. In addition, we recorded an allowance for doubtful accounts of 
$4 million and $4 million against the beneficial interest at December 31, 2006 and 2005, respectively, in 
other current assets in the consolidated balance sheet. 


In addition, we have two other accounts receivable securitization facilities through our wholly owned 
North American operating subsidiaries. Through agreements with certain financial institutions, we may 
sell, on a revolving basis, undivided percentage ownership interests (undivided interests) in designated 
pools of accounts receivable without recourse up to a maximum amount of approximately $170 million. 
Collections reduce accounts receivable included in the pools, and are used to purchase new receivables, 
which become part of the pools. Both of the North American facilities expire in 2007, with an option to 
renew. The effective yield rates approximate the 30 day commercial paper rate plus annual commitment 
fees ranging from 29.5 to 40 basis points. 


During 2006 and 2005, the outstanding undivided interests averaged $150 million and $116 million, 
respectively. We retain collection and administrative responsibilities for the accounts receivable in the 
pools. We recognized $9 million, $5 million and $2 million in related expenses for the years ended 
December 31, 2006, 2005 and 2004, respectively, which are included in selling, general and administrative 
expenses in our consolidated statements of income. 


In addition, we retain interests in the pools of accounts receivable not sold. Due to the short-term 
nature of the accounts receivable, the retained interests in the pools are valued at historical cost, which 
approximate fair value. The full amount of the allowance for doubtful accounts has been retained in our 
consolidated balance sheets since collections of all pooled accounts receivable are first utilized to reduce 
the outstanding undivided interests. Accounts receivable at December 31, 2006 and 2005 were net of 
$171 million and $105 million, respectively, representing the outstanding undivided interests in pooled 
accounts receivable. 
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Tabular Disclosure of Contractual Obligations 


The following table summarizes our scheduled contractual obligations and their expected maturities at 
December 31, 2006, and the effect such obligations are expected to have on our liquidity and cash flows in 
the future periods indicated. 


At December 31, 2006 


Less than 
Contractual Obligations (1) Total 1 Year 1-3 Years 3-5 Years After 5 Years 
(US$ in millions) 
Commercial paper borrowings(1)............. $ 9 $ 90 $ — $ — $ — 
Other short-term borrowings(1) .............. 364 364 — — — 
Long-term debt(1) ............ 0.00. eee eee 3,030 156 1,064 571 1,239 
Fixed interest rate obligations ................ 367 67 184 109 7 
Non-cancelable lease obligations.............. 614 112 206 144 152 
Freight supply agreements(2)................. 2,455 487 353 207 1,408 
Inventory purchase commitments............. 1,248 1,248 — — — 
Total contractual obligations ................. $8,168 $2,524 $1,807 $1,031 $2,806 


(1) We also have variable interest rate obligations on certain of our outstanding borrowings. 


(2) In the ordinary course of business, we enter into purchase commitments for time on ocean freight 
vessels and freight service on railroad lines for the purpose of transporting agricultural commodities. 
In addition, we sell time on these ocean freight vessels when excess freight capacity is available. These 
agreements range from two months to six years in the case of ocean freight vessels and 8 to 21 years in 
the case of railroad services. Actual amounts paid under these contracts may differ due to the variable 
components of these agreements and the amount of income earned by us on the sale of excess 
capacity. The railroad freight services agreements require a minimum monthly payment regardless of 
the actual level of freight services used by us. The costs of our freight supply agreements are typically 
passed through to our customers as a component of the prices we charge for our products. However, 
changes in the market value of freight compared to the rates at which we have contracted for freight 
may affect margins on the sales of agricultural commodities. 


Employee Benefit Plans 


We expect to contribute $16 million to our defined benefit pension plans and $3 million to our 
postretirement healthcare benefit plans in 2007. 


Critical Accounting Policies and Estimates 


We believe that the application of the following accounting policies, which are important to our 
financial position and results of operations, requires significant judgments and estimates on the part of 
management. For a summary of all of our accounting policies, including the accounting policies discussed 
below, see Note 1 to our consolidated financial statements included in Part II of this Annual Report on 
Form 10-K. 


Allowances for Uncollectible Accounts 


We evaluate the collectibility of our trade accounts receivable and secured advances to suppliers and 
record allowances for uncollectible accounts if we have determined that collection is doubtful. We base our 
determination of the allowance for uncollectible accounts on historical experience, market conditions, 
current trends and any specific customer collection issues that we have identified. Different assumptions, 
changes in economic circumstances or the deterioration of the financial condition of our customers could 
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result in additional provisions to the allowance for uncollectible accounts and an increase in bad debt 
expense. At December 31, 2006, our allowances for uncollectible trade accounts receivable and secured 
advances to suppliers were $224 million and $40 million, respectively. At December 31, 2005, our 
allowances for uncollectible trade accounts receivable and secured advances to suppliers were $180 million 
and $32 million, respectively. We continue to monitor the economic environment and events taking place 
in the applicable countries and will adjust these reserves in the future depending upon significant changes 
in circumstances. 


Recoverable Taxes 


We evaluate the collectibility of our recoverable taxes and record valuation allowances if we 
determine that collection is doubtful. Recoverable taxes primarily represent value-added taxes paid on the 
acquisition of raw materials and other services which can be recovered in cash or as compensation of 
outstanding balances against income taxes or certain other taxes we may owe. Management’s assumption 
about the collectibility of recoverable taxes requires significant judgment because it involves an assessment 
of the ability and willingness of the applicable federal or local government to refund the taxes. The balance 
of these allowances fluctuates depending on the sales activity of existing inventories, purchases of new 
inventories, seasonality, changes in applicable tax rates, cash payment by the applicable government 
agencies and compensation of outstanding balances against income or certain other taxes owed to the 
applicable governments. At December 31, 2006 and 2005, the allowance for recoverable taxes was 
$12 million and $7 million, respectively. We continue to monitor the economic environment and events 
taking place in the applicable countries and will adjust these reserves in the future depending upon 
significant changes in circumstances. 


Derivative Instruments 


To the extent we consider it prudent for minimizing risk, we use derivative instrument contracts for 
the purpose of managing the exposures associated with agricultural commodity prices, energy and ocean 
freight costs, foreign currency exchange rates and interest rates. We are exposed to loss in the event of 
non-performance by the counterparties to these contracts. The risk of non-performance is routinely 
monitored and provisions recorded if necessary to account for potential non-performance. Different 
assumptions, changes in economic circumstances or the deterioration of the financial condition of the 
counterparties to these contracts could result in additional provisions and increased expense reflected in 
cost of goods sold, foreign exchange or interest expense. We did not have significant allowances against 
non-performance by counterparties at December 31, 2006 and 2005. 


Property, Plant and Equipment and Other Finite-Lived Intangible Assets 


Long-lived assets include property, plant and equipment and finite-lived intangible assets. When facts 
and circumstances indicate that the carrying values of property, plant and equipment assets may be 
impaired, an evaluation of recoverability is performed by comparing the carrying value of the assets to the 
projected future cash flows to be generated by such assets. If it appears that the carrying value of our assets 
is not recoverable, we recognize an impairment loss as a charge against results of operations. Our 
judgments related to the expected useful lives of property, plant and equipment assets and our ability to 
realize undiscounted cash flows in excess of the carrying amount of such assets are affected by factors such 
as the ongoing maintenance of the assets, changes in economic conditions and changes in operating 
performance. As we assess the ongoing expected cash flows and carrying amounts of our property, plant 
and equipment assets, changes in these factors could cause us to realize material impairment charges. 


In 2006, we recorded a pretax impairment charge of $18 million and $2 million in our agribusiness and 
edible oil products segments, respectively, relating to write-downs of three smaller, older and less efficient 
oilseed processing, refining and bottling facilities in Brazil. Declining results of operations at these 
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facilities, which resulted from adverse operating conditions in the Brazilian agribusiness industry, 
competition from Argentina and the strength of the Brazilian currency, led management to permanently 
close these three facilities. 


In 2005, we recorded a pretax impairment charge in our agribusiness segment of $35 million relating 
to certain South American oilseed processing facilities which have been closed due to a deteriorating 
operating environment caused by industry over capacity and $3 million relating to an oilseed processing 
plant in India. 


Investments in Affiliates 


We continually review our equity investments to determine whether a decline in fair value below the 
cost basis is other-than-temporary. We consider various factors in determining whether to recognize an 
impairment charge, including the length of time that the fair value of the investment is less than our 
carrying value, the financial condition, operating performance and near term prospects of the investment, 
which include general market conditions specific to the investment or the industry in which it operates, and 
our intent and ability to hold the investment for a period of time sufficient to allow for the recovery in fair 
value. We did not have any impairment charges relating to our equity investments in 2006, 2005 and 2004. 


Goodwill 


Goodwill represents the excess of the costs of businesses acquired over the fair market value of net 
tangible and identifiable intangible assets. Statement of Financial Accounting Standards No. 142, Goodwill 
and Other Intangible Assets (SFAS No. 142), requires that goodwill be tested for impairment annually. In 
assessing the recovery of goodwill, projections regarding estimated discounted future cash flows, market 
place data and other factors are used to determine the fair value of the reporting units and the respective 
assets. Bunge’s reporting units, which are its operating segments, in which it has recorded goodwill are 
agribusiness, edible oil products and milling products. These projections are based on historical data, 
anticipated market conditions and management plans. If these estimates or related projections change in 
the future, we may be required to record additional impairment charges. In the fourth quarter of 2006, we 
performed our annual impairment test and determined that there were no impairments of goodwill. 


Contingencies 


We are a party to a large number of claims and lawsuits, primarily tax and labor claims in Brazil, 
arising in the normal course of business, and have accrued our estimate of the probable costs to resolve 
these claims. This estimate has been developed in consultation with in house and outside counsel and is 
based on an analysis of potential results, assuming a combination of litigation and settlement strategies. 
Future results of operations for any particular quarterly or annual period could be materially affected by 
changes in our assumptions or the effectiveness of our strategies relating to these proceedings. For more 
information on tax and labor claims in Brazil, please see “Item 3. Legal Proceedings.” 


Employee Benefit Plans 


We sponsor various pension and postretirement benefit plans. In connection with the plans, we make 
various assumptions in the determination of projected benefit obligations and expense recognition related 
to pension and postretirement obligations. Key assumptions include discount rates, rates of return on plan 
assets, asset allocations and rates of future compensation increases. Management develops its assumptions 
based on its experience and by reference to market related data. All assumptions are reviewed periodically 
and adjusted as necessary. 


Our 2006 weighted average discount rate assumption used to calculate projected benefit obligations 
under the plans was 5.8% at the September 30, 2006 measurement date and was consistent with the rate at 
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the September 30, 2005 measurement date. Our discount rate is based on the U.S. “Aa”-rated corporate 
bonds with similar maturities. Our U.S.-based plans represent approximately 84% of total projected 
benefit obligations. The weighted average rate of return assumption on assets of funded plans was 8% as of 
the 2006 measurement date and was also consistent with the 2005 weighted average rate. Our average 
targeted assumed asset allocations are approximately 60% equity securities and approximately 40% fixed 
income securities. Our fixed income securities consist primarily of government and corporate debt 
instruments for the significant plans. 


In 2006, prior to the adoption of Statement of Financial Accounting Standards No. 158, Employer's 
Accounting for Defined Benefit Pension and Other Postretirement Plans, an amendment of FASB Statements 
No. 87, 88, 106 and 132(R) (SFAS No. 158), we recorded a decrease in the additional minimum pension 
liability which increased shareholders’ equity by $1 million, net of tax benefit, due to asset performance of 
the plans’ assets resulting in overall improvement in the unfunded status. Future recognition of additional 
minimum pension liabilities will depend on the actual return on the plans’ assets and the discount rate. 
Upon adoption of SFAS No. 158 at December 31, 2006, Bunge recognized additional accrued pension 
liability for its employee benefit plans totaling $48 million and recognized amounts not yet recognized in 
net period cost totaling $30 million, net of tax related to unrecognized transition asset, unrecognized prior 
service cost and unrecognized actuarial loss. 


A one percentage point decrease in the assumed discount rate on our defined benefit pension plans would 
increase annual expense and the projected benefit obligation by $5 million and $48 million, respectively. A 
one percentage point increase or decrease in the long-term return assumptions on our defined benefit 
pension plan assets would increase or decrease annual pension expense by $2 million. 


Income Taxes 


We record valuation allowances to reduce our deferred tax assets to the amount that we are likely to 
realize. We consider projections of future taxable income and prudent tax planning strategies to assess the 
need for and the size of the valuation allowances. If we determine that we can realize a deferred tax asset 
in excess of our net recorded amount, we decrease the valuation allowance, thereby increasing net income. 
Conversely, if we determine that we are unable to realize all or part of our net deferred tax asset, we 
increase the valuation allowance, thereby decreasing net income. 


Prior to recording a valuation allowance, our deferred tax assets were $1,115 million and $887 million 
at December 31, 2006 and 2005, respectively. However, we have recorded valuation allowances of 
$40 million and $96 million at December 31, 2006 and 2005, respectively, primarily representing the 
uncertainty regarding the recoverability of certain net operating loss carryforwards. 


In 2004, Bunge merged and spun-off several 100% owned European subsidiaries which generated 
statutory capital tax losses and the recognition of $60 million of net operating loss carryforwards. We had 
determined that it was more likely than not that the tax authorities would disallow the recognition of the 
statutory capital tax losses. Consequently, in 2004, we recorded a valuation allowance of $60 million. In 
2006, the tax authorities conducted audits of the tax returns of the applicable entities which included the 
statutory capital tax losses and no additional tax assessments were made by the tax authorities. In addition, 
the statue of limitations for auditing the tax returns relating to the applicable returns that included the 
statutory capital tax losses expired on January 1, 2007. As a result, in 2006, we reversed deferred tax 
valuation allowances of $72 million as we now believe that it is more likely than not that the net operating 
losses will be recovered. The increase from the amount recorded in 2004 of $60 million compared to 
$72 million reversed in 2005 represents the effects of foreign exchange translation adjustments. Offsetting 
the decrease in the reversal were additional valuation allowances of $5 million recorded in various entities 
relating to the recoverability of deferred tax assets. 
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In 2005, we decreased the valuation by $79 million as a result of the projected utilization of net 
operating loss carryforwards by our Brazilian subsidiaries. We were able to recognize these net operating 
loss carryforwards because of the legal restructuring of our Brazilian subsidiaries, increased statutory 
taxable income of these subsidiaries caused by the effects of the real appreciation and actions undertaken 
to recover the net operating loss carryforwards. Our tax planning strategies in Brazil involve the use of 
foreign currency derivatives, optimizing the capital structure of our Brazilian subsidiaries to make it more 
tax efficient and using U.S. dollar-denominated intercompany loans. 


In addition, the calculation of our tax liabilities involves dealing with uncertainties in the application 
of complex tax regulations in a multitude of jurisdictions across our global operations. We recognize 
potential liabilities and record tax liabilities for anticipated tax audit issues in the U.S. and other tax 
jurisdictions based on our estimate of whether, and the extent to which, additional taxes will be due. We 
adjust these reserves in light of changing facts and circumstances; however, due to the complexity of some 
of these uncertainties, the ultimate resolution may result in a payment that is materially different from our 
current estimate of the tax liabilities. If our estimate of tax liabilities proves to be less than the ultimate 
assessment, an additional charge to expense would result. If payment of these amounts ultimately proves to 
be less than the recorded amounts, the reversal of the liabilities would result in tax benefits being 
recognized in the period when we determined the liabilities are no longer necessary. 


Recent Accounting Pronouncements 


Adoption of New Accounting Pronouncements—In September 2006, the SEC issued Staff Accounting 
Bulletin No. 108, Considering the Effects of Prior Year Misstatements when Quantifying Misstatements in 
Current Year Financial Statements (SAB 108), to address diversity in practice in quantifying financial 
statement misstatements. SAB 108 requires utilizing a “dual-approach” to assess the quantitative effects of 
financial misstatements. This dual approach includes both an income statement focused assessment and a 
balance sheet focused assessment. SAB 108 allows a one-time transitional cumulative effect adjustment to 
retained earnings as of January 1, 2006 for errors that were not previously deemed material, but are 
material under the SAB 108 guidance. On December 31, 2006, we adopted SAB 108. Our adoption of 
SAB 108 did not have a material impact on our consolidated financial statements. 


In April 2006, the FASB issued FSP FIN No. 46(R)-6, Determining the Variability to be Considered in 
Applying FASB Interpretation No. 46(R), which addresses certain implementation issues related to FASB 
Interpretation No. 46(R), Consolidation of Variable Interest Entities (FIN 46(R)). FSP FIN No. 46(R)-6 is 
to be applied prospectively by a company to all entities with which a company first becomes involved and to 
all entities previously required to be analyzed under FIN 46(R) when a consideration event has occurred 
beginning the first day of the first reporting period beginning after June 2006. Retrospective application to 
the date of the initial application is permitted but not required; however, if elected, it must be completed 
no later than the end of the first annual reporting period ending after July 15, 2006. We have elected to 
apply FSP FIN No. 46(R)-6 prospectively and have determined that there is no material impact to our 
consolidated financial statements as a result of this application. 


New Accounting Pronouncements—In February 2007, the FASB issued SFAS No. 159, The Fair Value 
Option for Financial Assets and Financial Liabilities (SFAS No. 159), which permits an entity to measure 
certain financial assets and financial liabilities at fair value. Pursuant to SFAS No. 159, entities that elect 
the fair value alternative will report unrealized gains and losses in earnings at each subsequent reporting 
date. The fair value alternative may be elected on an instrument-by-instrument basis, with a few 
exceptions, as long as it is applied to the instrument in its entirety. The fair value alternative election is 
irrevocable, unless a new election date occurs. Assets and liabilities that are measured at fair value must be 
displayed on the face of the balance sheet. SFAS No. 159 is effective as of the beginning of an entity’s first 
fiscal year beginning after November 15, 2007. Early adoption is permitted as of the beginning of the 
previous fiscal year provided that the entity (1) makes that choice in the first 120 days of that fiscal year, 
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(2) has not yet issued financial statements, and (3) elects to apply the provisions of SFAS No. 157, Fair 
Value Measurements. We are evaluating the provisions of SFAS No. 159 to determine the potential impact, 
if any, the adoption will have on our consolidated financial statements. 


In September 2006, the Financial Accounting Standards Board (FASB) issued Statement of Financial 
Accounting Standards (SFAS) SFAS No. 158, Employer’s Accounting for Defined Benefit Pension and Other 
Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106 and 132(R) (SFAS No. 158). SFAS 
No. 158 amends SFAS No. 87, Employer’s Accounting for Pensions, SFAS No. 88, Employer's Accounting for 
Settlements and Curtailments of Defined Benefit Pension Plans and for Termination Benefits, SFAS No. 106, 
Employer’s Accounting for Postretirement Benefits Other Than Pensions, and SFAS No. 132 (R), Employer's 
Disclosures about Pensions and Other Postretirement Benefits. SFAS No. 158 requires an entity, which 
sponsors defined postretirement benefit plans, to: (1) recognize in its statement of financial position the 
funded status of a defined benefit postretirement plan, (2) measure a defined benefit postretirement plan’s 
assets and obligations that determine its funded status as of the end of the employer’s fiscal year and 
(3) recognize changes in the funded status of a defined benefit postretirement plan in comprehensive 
income in the year in which the changes occur. On December 31, 2006, we adopted the recognition and 
disclosure provisions of SFAS No. 158. The effect of adopting SFAS No. 158 on our financial condition at 
December 31, 2006 has been included in our consolidated financial statements. SFAS No. 158 did not have 
an effect on our consolidated financial statements for the years ended December 31, 2005 and 2004. The 
requirement to measure a defined benefit postretirement plan assets and benefit obligations as of the date 
of the employer’s fiscal year-end statement of financial position is effective for fiscal years ending after 
December 15, 2008 (see Note 17 of the notes to the consolidated financial statements for further 
discussion on the effect of adopting SFAS No. 158 on our consolidated financial statements). 


In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157). SEAS 
No. 157 defines fair value, provides enhanced guidance for using fair value to measure assets and liabilities 
under current U.S. GAAP standards and expands the disclosure of the methods used and the effect of fair 
value measurements on earnings. SFAS No. 157 applies whenever other U.S. GAAP standards require (or 
permit) assets or liabilities to be measured at fair value. SFAS No. 157 does not expand the use of fair 
value in any new circumstances. SFAS No. 157 is effective for fiscal years beginning after November 15, 
2007. We are currently evaluating the provisions of SFAS No. 157 to determine the potential impact, if 
any, the adoption will have on our consolidated financial statements. 


In July 2006, the FASB issued two related standards that address accounting for income taxes: FASB 
Interpretation No. (FIN) 48, Accounting for Uncertainty in Income Taxes (FIN 48), and FASB Staff Position 
(FSP) FAS 13-2, Accounting for a Change in the Timing of Cash Flows Relating to Income Taxes Generated 
by a Leveraged Lease Transaction (FSP FAS 13-2). Among other things, FIN 48 requires applying a “more 
likely than not” threshold to the recognition and derecognition of tax positions, while FSP FAS 13-2 
requires a recalculation of returns on leveraged leases if there is a change or projected change in the timing 
of cash flows relating to income taxes generated by the leveraged lease. The new guidance will be effective 
for us on January 1, 2007. Based on our current assessment, the adoption of these standards will not have a 
material impact on our financial statements. Our assessment of FIN 48 is subject to revision as we 
complete our analysis. Prior periods will not be restated as a result of the adoption of these standards. 


In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets—an 
amendment of FASB Statement No. 140 (SFAS No. 156), which is effective for fiscal years beginning after 
September 15, 2006. SFAS No. 156 was issued to simplify the accounting for servicing rights and to reduce 
the volatility that results from using different measurement attributes. We are currently evaluating SFAS 
No. 156 to determine the potential impact, if any, the adoption will have on our consolidated financial 
statements. 
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In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial 
Instruments—an amendment of FASB Statements No. 133 and 140 (SFAS No. 155), which is effective for 
fiscal years beginning after September 15, 2006. SFAS No. 155 was issued to clarify the application of 
SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities (SFAS No. 133) to beneficial 
interests in securitized financial assets and to improve the consistency of accounting for similar financial 
instruments, regardless of the form of the instruments. We are currently evaluating SFAS No. 155 to 
determine the potential impact, if any, the adoption will have on our consolidated financial statements. 


Item 7A. Quantitative and Qualitative Disclosures About Market Risk 
Risk Management 


As a result of our global operating and financing activities, we are exposed to changes in agricultural 
commodity prices, transportation costs, foreign currency exchange rates, interest rates and energy costs 
which may affect our results of operations and financial position. We use derivative instruments for the 
purpose of managing the exposures associated with commodity prices, transportation costs, foreign 
currency exchange rates, interest rates and energy costs. While these hedging instruments are subject to 
fluctuations in value, those fluctuations are generally offset by the value of the underlying exposures being 
hedged. While the hedging positions are intended to minimize the volatility on operating profits, 
occasionally the hedging activity can result in earnings volatility, some of which may be material. The 
counter-parties to these contractual arrangements are primarily major financial institutions or, in the case 
of commodity futures and options, a commodity exchange. As a result, credit risk arising from these 
contracts is not significant and we do not anticipate any significant losses. Our board of directors’ finance 
and risk policy committee supervises, reviews and periodically revises our overall risk management policies 
and risk limits. 


Commodities Risk 


We operate in many areas of the food industry, from agricultural raw materials to the production and 
sale of branded food products. As a result, we purchase and produce various materials, many of which are 
agricultural commodities, including soybeans, soybean oil, soybean meal, sunflower seed, rapeseed or 
canola, wheat and corn. Agricultural commodities are subject to price fluctuations due to a number of 
unpredictable factors that may create price risk. We are also subject to the risk of counter-party defaults 
under forward purchase or sale contracts. 


We enter into various derivative contracts, primarily exchange-traded futures, with the objective of 
managing our exposure to adverse price movements in the agricultural commodities used for our business 
operations. We have established policies that limit the amount of unhedged fixed-price agricultural 
commodity positions permissible for our operating companies, which are a combination of quantity and 
value-at-risk limits. We measure and review our net commodities position on a daily basis. 


Our daily net agricultural commodity position consists of inventory, related purchase and sale 
contracts, and exchange-traded contracts, including those used to hedge portions of our production 
requirements. The fair value of that position is a summation of the fair values calculated for each 
agricultural commodity by valuing each net position at quoted average futures prices for the period. 
Market risk is estimated as the potential loss in fair value resulting from a hypothetical 10% adverse 
change in prices. The results of this analysis, which may differ from actual results, are as follows: 


Year Ended Year Ended 
December 31, 2006 December 31, 2005 
(US$ in millions) Fair Value Market Risk Fair Value Market Risk 
Highest long position ............. $ 510 $(51) $344 $(34) 
Highest short position............. (322) (32) (38) (4) 


61 


Ocean Freight Risk 


Ocean freight represents a significant portion of our operating costs. The market price for ocean 
freight varies depending on the supply and demand for ocean vessels, global economic conditions and 
other factors. We enter into time charter agreements for time on ocean freight vessels based on forecasted 
requirements for the purpose of transporting agricultural commodities. Our time charter agreements have 
terms ranging from two months to five years. We use derivative financial instruments to hedge portions of 
our ocean freight costs. The ocean freight derivatives are recognized on the consolidated balance sheets at 
fair value. 


A substantial portion of the ocean freight derivatives have been designated as fair value hedges (in 
accordance with SFAS No. 133, Accounting for Derivative Instruments and Hedging Activities) of our 
unrecognized firm commitment to purchase time on ocean freight vessels. Changes in the fair value of the 
ocean freight derivatives that are qualified, designated and highly effective as a fair value hedge, along with 
the gain or loss on the hedged firm commitment to purchase time on ocean freight vessels that is 
attributable to the hedged risk, are recorded in earnings. For the year ended December 31, 2006, we 
recognized in cost of goods sold in our consolidated statements of income $31 million of gains on the firm 
commitments to purchase time on ocean freight vessels, which were offset by $31 million of losses on 
freight derivative contracts. There was no material gain or loss recognized in the consolidated statements 
of income for 2006 due to hedge ineffectiveness. 


In most cases, we are responsible for purchasing the fuel needed to power the ocean freight vessels 
that we charter. This fuel is referred to as “bunker fuel.” We periodically use crude oil futures and over- 
the-counter (OTC) bunker swaps to hedge a portion of our forecasted purchase of bunker fuel. The 
following table summarizes our outstanding crude oil futures and OTC bunker swaps at December 31, 
2006: 


Total Estimated Fair 
Value Loss at 


(US$ in millions) Notional Value December 31, 2006 
Crude oil futures and OTC Bunker swaps—long 
POMC ncraravorcianereisrerieactecessanese $76 $(4) 


These derivatives were recognized on the consolidated balance sheet at fair value, and they have not 
been designated as hedges for accounting purposes. A hypothetical 10% decline in market prices applied 
to the fair value of the derivatives would result in a charge to costs of goods sold in the consolidated 
statements of income of approximately $5 million. 


Currency Risk 


Our global operations require active participation in foreign exchange markets. To reduce the risk 
arising from foreign exchange rate fluctuations, we follow a policy of hedging monetary assets and 
liabilities and commercial transactions with foreign currency exposure. Our primary exposure is related to 
our subsidiaries located in Brazil and Europe and to a lesser extent, Argentina, Canada, Europe and Asia. 
We enter into derivative financial instruments, such as, forward contracts and swaps, and to a lesser extent, 
foreign currency options, to limit exposures to changes in foreign currency exchange rates with respect to 
our recorded foreign currency denominated assets and liabilities and our local currency operating 
expenses. We may also hedge other foreign currency exposures as deemed appropriate. 


When determining our exposure, we exclude intercompany loans that are deemed to be permanently 
invested. The repayments of permanently invested intercompany loans are not planned or anticipated in 
the foreseeable future and therefore are treated as analogous to equity for accounting purposes. As a 
result, the foreign exchange gains and losses on these borrowings are excluded from the determination of 
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net income and recorded as a component of accumulated other comprehensive income (loss) in the 
consolidated balance sheets. The balance of permanently invested intercompany borrowings was $1,071 
million as of December 31, 2006 and $1,788 million as of December 31, 2005. The decrease in the balance 
of permanently invested intercompany loans between December 31, 2006 and 2005 is primarily due to the 
capitalization of the loans as permanent equity in our Brazilian subsidiaries. Included in accumulated other 
comprehensive income (loss) are foreign exchange gains of $171 million and $96 million in the year ended 
December 31, 2006 and 2005, respectively, related to permanently invested intercompany loans. 


For risk management purposes and to determine the overall level of hedging required, we further 
reduce the foreign exchange exposure determined above by the value of our agricultural commodities 
inventories. Our agricultural commodities inventories, because of their international pricing in U.S. 
dollars, provide a natural hedge to our currency exposure. 


Our net currency positions, including currency derivatives, and our market risk, which is the potential 
loss from an adverse 10% change in foreign currency exchange rates, are set forth in the following table. In 
addition, we have provided an analysis of our foreign currency exposure after reducing the exposure for 
our agricultural commodities inventories. Actual results may differ from the information set forth below. 


December 31, December 31, 


(US$ in millions) 2006 2005 
Brazilian Operations (primarily exposure to U.S. dollar): 
Net currency short position, from financial instruments, including derivatives $ (1,750) $ (347) 
Marke trisk: istics csnnsleiaruvndeximddch datas aehnaaaadaeataeeseeaeeees (175) (35) 
Agricultural commodities inventories........... 0... 0c eee eee eee 1,312 1,010 
Net currency (short) long position, less agricultural commodities 

INVEN(OMES (Cl!) beisvs ciety oties ou ceecacemea ta teasaapaeeeasen sasmeaeens (438) 663 
Market fisk( 1) iiccrccncrninanaadener cer ineeGcuseesdessegeeeeaeeecaaas $ (44) $ 66 
Argentine Operations (primarily exposure to U.S. dollar): 
Net currency short position, from financial instruments, including derivatives $ (171) $ (139) 
Market risk: sc cccvcecetnsteac’aatd dhs oa boadad Mana date ae ae eeoadE Sa FG% x (17) (14) 
Agricultural commodities inventories........... 00... cee eee ee eee 175 170 
Net currency long position, less agricultural commodities inventories....... 4 31 
IMATKCETISIC 62:0 iscag od bied ddd bictearen acdelale ale caked deadcoaage dade dade geeks $ — $ 63 
European Operations (primarily exposure to U.S. dollar): 
Net currency short position, from financial instruments, including derivatives $ (388) $ (277) 
Market risk: sic caeaitecasiieqde dese saetuaseee yeeeue sede owndaewaled (38) (28) 
Agricultural commodities inventories............ 0... cece cece eee eee 330 342 
Net currency (short) long position, less agricultural commodities inventories (58) 65 
INS E12) no) can $ ~§= (6) $ 67 


(1) The market risk for the Brazilian Operations excludes fertilizer inventories of $352 million at 
December 31, 2006 which also provide a natural hedge to our currency exposure. Including the market 
fertilizer inventories reduces the net currency short long position, less agricultural commodities 
inventories at December 31, 2006 to $86 million. See Item 7. Management’s Discussion and Analysis 
of Financial Condition and Results of Operations for a discussion of the effects of foreign currency 
exchange rates on our Brazilian fertilizer segment results. 


In 2006, we began utilizing net investment hedges to offset the translation adjustments arising from 
remeasuring our investment in the assets, liabilities, revenues, and expenses of our Brazilian subsidiaries. 
For derivative instruments that are designated and qualify as net investment hedges, we record the 
effective portion of the gain or loss on the derivative instrument in accumulated other comprehensive 
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income, a separate component of shareholders’ equity. During 2006, we entered into cross currency swaps 
with a notional value of $359 million to hedge our net investment in Brazilian assets. We pay Brazilian reais 
and receive U.S. dollars using fixed interest rates, offsetting the translation adjustment of our net 
investment in Brazilian reais assets. These swaps have maturity dates in 2007 and 2008. At December 31, 
2006, the fair value of these currency swaps was a loss of $6 million, of which $4 million was recorded in 
other current liabilities, and $2 million in other non-current liabilities, in the consolidated balance sheet 
and the loss on the net investment hedge included in accumulated other comprehensive income was $8 
million. These hedges are excluded in the determination of our exposure. 


In addition, to minimize our risk from exchange fluctuations in connection with anticipated sales in 
foreign currencies, during the year ended December 31, 2006, zero cost collar contracts were purchased 
and designated as cash flow hedges in accordance with SFAS No. 133. Accordingly, changes in fair values 
of outstanding cash flow hedge derivatives that are highly effective are recorded in accumulated other 
comprehensive income (loss), until net income is affected by the variability of cash flows of the hedged 
transaction. In most cases, amounts recorded in accumulated other comprehensive income (loss) will be 
released to net income some time after the maturity of the related derivative. Results of hedges related to 
sales in foreign currencies are recorded in net sales. As of December 31, 2006, approximately $74 million 
of anticipated foreign currency denominated sales have been hedged with the underlying derivative 
contracts settling at various dates beginning in January 2007 through December 2007. At December 31, 
2006, the fair value of contracts expected to settle within the next 12 months, which is recorded in other 
current assets, approximated $5 million. The change in the fair value of the contracts designated as cash 
flow hedges is recorded in accumulated other comprehensive income and was approximately $3 million, 
net of income taxes, as of December 31, 2006. The change in the fair value will be reclassified into earnings 
when the anticipated sales occur with approximately $3 million, net of tax, expected to be released to 
earnings in 2007. The ineffective portion of these hedges was not material. We assess, both at the inception 
of the hedge and on an on-going basis, whether the derivatives that are used in hedge transactions are 
highly effective in offsetting changes in cash flow hedged items. 


Interest Rate Risk 


We issue debt in fixed and floating rate instruments. We are exposed to market risk due to changes in 
interest rates. The following table summarizes our total short-term and long-term debt exposure to interest 
rate risk at December 31, 2006. 


Variable Rate Fixed Rate 
Debt Debt Total 
(US$in millions) 
$2,496 $988 $3,484 


A hypothetical 100 basis point increase in the interest rates of our debt at December 31, 2006 would 
result in a decrease in the fair value of our debt of approximately $46 million. Similarly, a decrease of 100 
basis points in the interest rates of our debt at December 31, 2006 would cause an increase in the fair value 
of our debt of approximately $48 million. 


In addition, a hypothetical 1% change in the LIBOR interest rates would result in a change in our 
interest expense of approximately $25 million. The calculation assumes that all long-term debt maturing 
within one year is variable rate debt in addition to the debt that carries a variable interest rate. Some of our 
variable rate debt is denominated in currencies other than in U.S. dollars and is indexed to non-U.S. dollar 
based interest rate indices, such as EURIBOR and IGPM. As such, the hypothetical 1% change in interest 
rate ignores the impact from any currency movements. 
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Our commercial paper is rated “A-1” by Standard & Poor’s Rating Services and “P-1” by Moody’s 
Investors Service, Inc. and the interest rates on our commercial paper borrowings are generally governed 
by these ratings. 


Interest Rate Derivatives— We use various derivative instruments to manage interest rate risk 
associated with outstanding or forecasted fixed and variable rate debt and debt issuances, including interest 
rate swaps, options, and futures as may be required. We account for the interest rate swap agreements we 
enter into as fair value hedges. 


The interest rate swaps used by us as derivative hedging instruments have been recorded at fair value 
in other liabilities in the consolidated balance sheets with changes in fair value recorded currently in 
earnings. Additionally, the carrying amount of the associated debt is adjusted through earnings for changes 
in the fair value due to changes in interest rates. Ineffectiveness, as defined in SFAS No. 133, is recognized 
to the extent that these two adjustments do not offset. The derivatives we entered into for hedge purposes 
are assumed to be perfectly effective under the shortcut method of SFAS No. 133. The differential 
between the fixed and variable rates to be paid or received on changes in interest rates is recorded as an 
adjustment to interest expense. The interest rate differential on the swaps settles in cash every six months 
until expiration. 


In 2006, we entered into various interest rate swap agreements with a notional amount of $200 million 
maturing in 2013 for the purpose of managing our interest rate exposure associated with $200 million 
principal amount of 5.875% senior notes due 2013. Upon termination of these interest rate swap 
agreements in the year ended December 31, 2006, we recognized a settlement gain of approximately $3 
million. This gain will be amortized to earnings over the remaining life of the 5.875% senior notes due 
2013. We have accounted for the interest rate swap agreements as fair value hedges in accordance with 
SFAS No. 133. 


The following table summarizes our outstanding interest rate swap agreements accounted for as fair 
value hedges as of December 31, 2006. 


Fair Value (Loss) 


Maturity December 31, 
(US$ in millions) 2008 2014 2015 Total 2006 
Receive fixed/pay variable notional amount ....... $ 500 $500 $400 $1,400 $(41) 
Weighted average variable rate payable(1)........ 5.94% 6.14% 5.70% 
Weighted average fixed rate receivable ........... 4.375% 5.35% 5.10% 


(1) Interest is payable in arrears based on six-month LIBOR plus a spread. 

We recognized approximately $16 million, as interest expense in the consolidated statements of 
income in the year ended December 31, 2006, relating to its outstanding interest rate swap agreements. 
Item 8. Financial Statements and Supplementary Data 


Our financial statements and related schedule required by this item are contained on pages F-2 
through F-53 and on page E-2 of this Annual Report on Form 10-K. See Item 15(a) for a listing of 
financial statements provided. 


Item 9. = Changes in and Disagreements with Accountants on Accounting and Financial Disclosure 


None. 
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Item 9A. Disclosure Controls and Procedures 
Disclosure Controls and Procedures 


As of December 31, 2006, we carried out an evaluation, under the supervision and with the 
participation of our management, including our Chief Executive Officer and Chief Financial Officer, of the 
effectiveness of the design and operation of our disclosure controls and procedures, as that term is defined 
in Exchange Act Rules 13a-15(e) and 15d-15(e), as of the period covered by this Annual Report on 
Form 10-K. Based upon that evaluation, our Chief Executive Officer and Chief Financial Officer have 
concluded that our disclosure controls and procedures are effective. 


Management’s Report on Internal Control Over Financial Reporting and Report of Independent 
Registered Public Accounting Firm 


Management’s Report on Internal Control Over Financial Reporting and Report of Independent 
Registered Public Accounting Firm required to be furnished pursuant to this item are set forth on 
pages F-2 and F-3 of this Annual Report on Form 10-K. 


Changes in Internal Control over Financial Reporting 


There has been no change in our internal control over financial reporting during the fourth fiscal 
quarter ended December 31, 2006 that has materially affected, or is reasonably likely to materially affect, 
our internal control over financial reporting. 


Item 9B. Other Information 


None. 
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PART III 


Information required by Items 10, 11, 12, 13 and 14 of Part III is omitted from this Annual Report on 
Form 10-K and will be filed in a definitive proxy statement for our 2007 Annual General Meeting of 
Shareholders. 


Item 10. Directors and Executive Officers of the Registrant 


We will provide information that is responsive to this Item 10 in our definitive proxy statement for our 
2007 Annual General Meeting of Shareholders under the captions “Election of Directors,” 
“Section 16(a) Beneficial Ownership Reporting Compliance,” “Corporate Governance—Board Meetings 
and Committees—Audit Committee,” “Report of Audit Committee,” “Corporate Governance— 
Corporate Governance Guidelines and Code of Ethics” and possibly elsewhere therein. That information 
is incorporated in this Item 10 by reference. The information required by this item with respect to our 
executive officers and key employees is found in Part I of this Annual Report on Form 10-K under the 
caption “Executive Officers and Key Employees of the Company,” which information is incorporated 
herein by reference. 


Item 11. Executive Compensation 


We will provide information that is responsive to this Item 11 in our definitive proxy statement for our 
2007 Annual General Meeting of Shareholders under the captions “Executive Compensation,” “Director 
Compensation,” “Compensation Committee Report,” and possibly elsewhere therein. That information is 
incorporated in this Item 11 by reference. 


Item 12. Security Ownership of Certain Beneficial Owners and Management and Related Stockholders 


We will provide information that is responsive to this Item 12 in our definitive proxy statement for our 
2007 Annual General Meeting of Shareholders under the caption “Share Ownership of Directors, 
Executive Officers and Principal Shareholders” and possibly elsewhere therein. That information is 
incorporated in this Item 12 by reference. The information required by this item with respect to our equity 
compensation plan information is found in Part II of this Annual Report on Form 10-K under the caption 
“Equity Compensation Plan Information,” which information is incorporated herein by reference. 


Item 13. Certain Relationships and Related Transactions 


We will provide information that is responsive to this Item 13 in our definitive proxy statement for our 
2007 Annual General Meeting of Shareholders under the captions “Corporate Governance—Board 
Composition and Independence,” “Certain Relationships and Related Party Transactions” and possibly 
elsewhere therein. That information is incorporated in this Item 13 by reference. 


Item 14. Principal Accountant Fees and Services 


We will provide information that is responsive to this Item 14 in our definitive proxy statement for our 
2007 Annual General Meeting of Shareholders under the caption “Appointment of Independent Auditor” 
and possibly elsewhere therein. That information is incorporated in this Item 14 by reference. 
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PART IV 


Item 15. Exhibits, Financial Statement Schedules 
a. (1)-(2) Financial Statements and Financial Statement Schedules 
See “Index to Consolidated Financial Statements” on page F-1 of this 
Annual Report on Form 10-K. 
a. (3) Exhibits 
See “Index to Exhibits” set forth below. 
Exhibit 
Number Description 

3.1 Memorandum of Association (incorporated by reference from the Registrant’s Form F-1 
(No. 333-65026) filed July 13, 2001) 

3.2 Bye-laws, as amended May 26, 2006 (incorporated by reference from the Registrant’s 
Form S-3ASR (No. 333-138662) filed November 11, 2006) 

41 Form of Common Share Certificate (incorporated by reference from the Registrant’s 
Form F-1 (No. 333-65026) filed July 13, 2001) 

4.2 Form of Preference Share Certificate (incorporated by reference from the Registrant’s 
Form 8-K filed November 20, 2006) 

4.3 Certificate of Designation for Preference Shares (incorporated by reference from the 
Registrant’s Form 8-K filed November 20, 2006) 

4.4 Amended and Restated Shareholder Rights Plan between Bunge Limited and Mellon 
Investor Services LLC, as Rights Agent, dated as of May 30, 2003 (incorporated by 
reference from the Registrant’s Form 20-F filed March 15, 2004) 

4.5 The instruments defining the rights of holders of the long-term debt securities of Bunge 
and its subsidiaries are omitted pursuant to Item 601(b)(4)(iii) of Regulation S-K. Bunge 
hereby agrees to furnish copies of these instruments to the Securities and Exchange 
Commission upon request 

10.1 Registration Rights Agreement dated as of June 25, 2001 between Bunge Limited and the 
shareholders of Bunge International Limited (incorporated by reference from the 
Registrant’s Form F-1 (No. 333-65026) filed July 13, 2001) 

10.2 Pooling Agreement, dated as of August 25, 2000, between Bunge Funding Inc., Bunge 
Management Services Inc., as Servicer, and The Chase Manhattan Bank, as Trustee 
(incorporated by reference from the Registrant’s Form F-1 (No. 333-65026) filed July 13, 
2001) 

10.3 Second Amended and Restated Series 2000-1 Supplement, dated as of February 26, 2002, 


between Bunge Funding Inc, Bunge Management Services, Inc., as Servicer, Cooperative 
Centrale Raiffeisen Boerenleenbank B.A., “Rabobank International,” New York Branch, 
as Letter of Credit Agent, JPMorgan Chase Bank, as Administrative Agent, The Bank of 
New York, as Collateral Agent and Trustee, and Bunge Asset Funding Corp., as 

Series 2000-1 Purchaser, amending and restating the First Amended and Restated 

Series 2000-1 Supplement, dated July 12, 2001 (incorporated by reference from the 
Registrant’s Form F-1 (No. 333-81322) filed March 8, 2002) 
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Exhibit 
Number 


Description 


10.4 


10.5 


10.7 


10.11 


10.12 


10.13 


10.14 


Third Amended and Restated Revolving Credit Agreement, dated as of November 15, 
2005, among Bunge Limited Finance Corp., as Borrower, the several lenders from time to 
time parties thereto, Citibank, N.A., as Syndication Agent, BNP Paribas, as 
Documentation Agent, Credit Suisse First Boston, as Documentation Agent, Cooperative 
Centrale Raiffeisen Boerenleenbank B.A., “Rabobank International,” New York Branch, 
as Documentation Agent and JPMorgan Chase Bank, as Administrative Agent 
(incorporated by reference from the Registrant’s Form 8-K filed on November 21, 2005) 


Sixth Amended and Restated Liquidity Agreement, dated as of June 28, 2004, among 
Bunge Asset Funding Corp., the financial institutions party thereto, Citibank N.A., as 
Syndication Agent, BNP Paribas, as Documentation Agent, Credit Suisse First Boston, as 
Documentation Agent, Cooperative Centrale Raiffeisen Boerenleenbank B.A., 
“Rabobank International,” New York Branch, as Documentation Agent and JPMorgan 
Chase Bank, as Administrative Agent (incorporated by reference from the Registrant’s 
Form 10-Q filed August 9, 2004) 


Third Amended and Restated Guaranty, dated as of November 15, 2005, between Bunge 
Limited, as Guarantor and JPMorgan Chase Bank, N.A., as Administrative Agent 
(incorporated by reference from the Registrant’s Form 10-K filed March 15, 2006) 


Revolving Facility Agreement, dated December 20, 2006, among Bunge Finance Europe 
B.V., as Borrower, BNP Paribas and HSBC Bank plc, as mandated lead arrangers and 
HSBC Bank plc, as Agent (incorporated by reference from the Registrant’s Form 8-K filed 
on December 22, 2006). 


Guaranty, dated as of December 20, 2006, between Bunge Limited, as Guarantor, and 
HSBC Bank plc, as Agent (incorporated by reference from the Registrant’s Form 8-K filed 
on December 22, 2006). 


Employment Agreement, dated as of May 27, 2003, between Bunge Limited and Alberto 
Weisser (incorporated by reference from the Registrant’s Form 10-K filed July 27, 2004) 


Employment Agreement between Joao Fernando Kfouri and Bunge Limited, effective as 
of July 1, 2005 (incorporated by reference from the Registrant’s Form 8-K filed July 8, 
2005) 


Bunge Limited Equity Incentive Plan, Amended and Restated as of March 12, 2004 
(incorporated by reference from the Registrant’s Form 10-K filed July 27, 2004) 


Form of Nonqualified Stock Option Award Agreement (effective as of 2005) under the 
Bunge Limited Equity Incentive Plan (incorporated by reference from the Registrant’s 
Form 10-K filed March 15, 2006) 


Form of Restricted Stock Unit Award Agreement (effective as of 2005) under the Bunge 
Limited Equity Incentive Plan (incorporated by reference from the Registrant’s Form 8-K 
filed July 8, 2005) 


Form of Performance-Based Restricted Stock Unit-Target EPS Award Agreement 
(effective as of 2005) under the Bunge Limited Equity Incentive Plan (incorporated by 
reference from the Registrant’s Form 10-K filed March 15, 2006) 
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Exhibit 


Number Description 

10.15 Form of Performance-Based Restricted Stock Unit-Target operating Profit Award 
Agreement (effective as of 2005) under the Bunge Limited Equity Incentive Plan 
(incorporated by reference from the Registrant’s Form 10-K filed March 15, 2006) 

10.16 Bunge Limited Non-Employee Directors’ Equity Incentive Plan (Amended and Restated 
as of February 25, 2005) (incorporated by reference from the Registrant’s Form 10 K filed 
March 16, 2005) 

10.17 Form of Nonqualified Stock Option Award Agreement (effective as of 2005) under the 
Bunge Limited Non-Employee Directors’ Equity Incentive Plan (incorporated by 
reference from the Registrant’s Form 10-K filed March 15, 2006) 

10.18 Bunge Limited Deferred Compensation Plan for Non-Employee Directors (Amended and 
Restated as of March 12, 2003) (incorporated by reference from the Registrant’s 
Form 10-K filed July 27, 2004) 

10.19 Excess Benefit Plan of Bunge Management Services Inc. (incorporated by reference from 
the Registrant’s Form 10-K filed July 27, 2004) 

10.20 Excess Contribution Plan of Bunge Management Services Inc. (incorporated by reference 
from the Registrant’s Form 10-K filed July 27, 2004) 

10.21 Excess Benefit Plan of Bunge Global Markets Inc. (incorporated by reference from the 
Registrant’s Form 10-K filed July 27, 2004) 

10.22 Excess Contribution Plan of Bunge Global Markets Inc. (incorporated by reference from 
the Registrant’s Form 10-K filed July 27, 2004) 

10.23 Bunge U.S. SERP (incorporated by reference from the Registrant’s Form 10-K filed 
March 15, 2006) 

10.24 Bunge Management Services Inc. Deferred Compensation Plan for Certain Employees 
(incorporated by reference from the Registrant’s Form 10-K filed March 16, 2005) 

10.25 Bunge Global Markets Deferred Compensation Plan for Certain Employees (incorporated 
by reference from the Registrant’s Form 10-K filed March 16, 2005) 

10.26 Bunge Limited Annual Incentive Plan (incorporated by reference from the Registrant’s 
Form 10-K filed March 16, 2005) 

10.27* Description of Non-Employee Directors’ Compensation 

1231" Computation of Ratio of Earnings to Fixed Charges 

21.1* Subsidiaries of the Registrant 

23.1" Consent of Deloitte & Touche LLP 

31.1" Certifications of Bunge Limited’s Chief Executive Officer and Chief Financial Officer 
pursuant to Section 302 of the Sarbanes Oxley Act 

32.1* Certifications of Bunge Limited’s Chief Executive Officer and Chief Financial Officer 
pursuant to Section 906 of the Sarbanes Oxley Act 

Filed herewith. 
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INDEX TO CONSOLIDATED FINANCIAL STATEMENTS 


Consolidated Financial Statements 
Management’s Report on Internal Control Over Financial Reporting .....................004, 
Reports of Independent Registered Public Accounting Firm ............. 0.0.0... e cece eee eee 
Consolidated Statements of Income for the Years Ended December 31, 2006, 2005 and 2004..... 
Consolidated Balance Sheets at December 31, 2006 and 2005......... 0... ccc ccc eect eee ees 
Consolidated Statements of Cash Flows for the Years Ended December 31, 2006, 2005 and 2004 . 
Consolidated Statements of Shareholders’ Equity for the Years Ended December 31, 2006, 2005 
AM DOA 5 52a alcatel cotarata-a teaalpdtana seat tia atresia ava a attest Aeration aaa Mutat anata ana ate Aare VRE VRE SGA E 
Notes to the Consolidated Financial Statements ........... 0... cece eee eee eee eens 
Report of Independent Registered Public Accounting Firm on Financial Statement Schedule I .. 
Financial Statement Schedule UW vst. states east eee ead dee ed eae eed d ia sa esos edeaieain 


MANAGEMENT’S REPORT ON INTERNAL CONTROL OVER FINANCIAL REPORTING 


Bunge Limited’s management is responsible for establishing and maintaining adequate internal 
control over financial reporting, as such term is defined in Exchange Act Rules 13a-15(f). Bunge Limited’s 
internal control system was designed to provide reasonable assurance regarding the reliability of financial 
reporting and the preparation of financial statements for external purposes in accordance with generally 
accepted accounting principles. 


A company’s internal control over financial reporting includes those policies and procedures that 
(1) pertain to the maintenance of records that, in reasonable detail, accurately and fairly reflect the 
transactions and dispositions of the assets of the company; (2) provide reasonable assurance that 
transactions are recorded as necessary to permit preparation of financial statements in accordance with 
generally accepted accounting principles, and that receipts and expenditures of the company are being 
made only in accordance with authorizations of management and directors of the company; and 
(3) provide reasonable assurance regarding prevention or timely detection of unauthorized acquisition, 
use, or disposition of the company’s assets that could have a material effect on the financial statements. 


Because of its inherent limitations, internal control over financial reporting may not prevent or detect 
misstatements. Projections of any evaluation of effectiveness to further periods are subject to the risk that 
controls may become inadequate because of changes in conditions, or that the degree of compliance with 
policies and procedures may deteriorate. 


Under the supervision and with the participation of management, including its principal executive 
officer and principal financial officer, Bunge Limited’s management assessed the design and operating 
effectiveness of internal control over financial reporting as of December 31, 2006 based on the framework 
in Internal Control—Integrated Framework issued by the Committee of Sponsoring Organizations of the 
Treadway Commission (COSO). 


Based on Bunge Limited’s assessment under the framework in Internal Control—Integrated Framework 
issued by COSO, management concluded that Bunge Limited’s internal control over financial reporting 
was effective as of December 31, 2006. Management’s assessment of the effectiveness of internal control 
over financial reporting as of December 31, 2006 has been audited by Deloitte & Touche LLP, an 
independent registered public accounting firm, as stated in their report which is included herein. 


/s/ ALBERTO WEISSER 
Alberto Weisser 
Chief Executive Officer 


/s/ WILLIAM M. WELLS 
William M. Wells 
Chief Financial Officer 


February 26, 2007 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Shareholders of 
Bunge Limited 
White Plains, New York 


We have audited management’s assessment, included in the accompanying “Management’s Report on 
Internal Control Over Financial Reporting,” that Bunge Limited and subsidiaries (the “Company” 
maintained effective internal control over financial reporting as of December 31, 2006, based on the 
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. The Company’s management is responsible for maintaining 
effective internal control over financial reporting and for its assessment of the effectiveness of internal 
control over financial reporting. Our responsibility is to express an opinion on management’s assessment 
and an opinion on the effectiveness of the Company’s internal control over financial reporting based on 
our audit. 


We conducted our audit in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether effective internal control over financial reporting was maintained in 
all material respects. Our audit included obtaining an understanding of internal control over financial 
reporting, evaluating management’s assessment, testing and evaluating the design and operating 
effectiveness of internal control, and performing such other procedures as we considered necessary in the 
circumstances. We believe that our audit provides a reasonable basis for our opinions. 


A company’s internal control over financial reporting is a process designed by, or under the 
supervision of, the company’s principal executive and principal financial officers, or persons performing 
similar functions, and effected by the company’s board of directors, management, and other personnel to 
provide reasonable assurance regarding the reliability of financial reporting and the preparation of 
financial statements for external purposes in accordance with generally accepted accounting principles. A 
company’s internal control over financial reporting includes those policies and procedures that (1) pertain 
to the maintenance of records that, in reasonable detail, accurately and fairly reflect the transactions and 
dispositions of the assets of the company; (2) provide reasonable assurance that transactions are recorded 
as necessary to permit preparation of financial statements in accordance with generally accepted 
accounting principles, and that receipts and expenditures of the company are being made only in 
accordance with authorizations of management and directors of the company; and (3) provide reasonable 
assurance regarding prevention or timely detection of unauthorized acquisition, use, or disposition of the 
company’s assets that could have a material effect on the financial statements. 


Because of the inherent limitations of internal control over financial reporting, including the 
possibility of collusion or improper management override of controls, material misstatements due to error 
or fraud may not be prevented or detected on a timely basis. Also, projections of any evaluation of the 
effectiveness of the internal control over financial reporting to future periods are subject to the risk that 
the controls may become inadequate because of changes in conditions, or that the degree of compliance 
with the policies or procedures may deteriorate. 


In our opinion, management’s assessment that the Company maintained effective internal control 
over financial reporting as of December 31, 2006 is fairly stated, in all material respects, based on the 
criteria established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. Also in our opinion, the Company maintained, in all material 
respects, effective internal control over financial reporting as of December 31, 2006, based on the criteria 
established in Internal Control—Integrated Framework issued by the Committee of Sponsoring 
Organizations of the Treadway Commission. 
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We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the consolidated financial statements as of December 31, 2006 and for the year 
then ended of the Company and our report dated February 26, 2007 expressed an unqualified opinion on 
those financial statements and includes an explanatory paragraph relating to the adoptions of Statement of 
Financial Accounting Standards No. 158, Employer’s Accounting for Defined Benefit Pension and Other 
Postretirement Plans, on December 31, 2006 and Statement of Financial Accounting Standards No. 123 (R), 
Share-Based Payment, on January 1, 2006. 


/s/ DELOITTE & TOUCHE LLP 
New York, New York 
February 26, 2007 


REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Shareholders of 
Bunge Limited 
White Plains, New York 


We have audited the accompanying consolidated balance sheets of Bunge Limited and subsidiaries 
(the “Company”) as of December 31, 2006 and 2005, and the related consolidated statements of income, 
shareholders’ equity and cash flows for each of the three years in the period ended December 31, 2006. 
These financial statements are the responsibility of the Company’s management. Our responsibility is to 
express an opinion on these financial statements based on our audits. 


We conducted our audits in accordance with the standards of the Public Company Accounting 
Oversight Board (United States). Those standards require that we plan and perform the audit to obtain 
reasonable assurance about whether the financial statements are free of material misstatement. An audit 
includes examining, on a test basis, evidence supporting the amounts and disclosures in the financial 
statements. An audit also includes assessing the accounting principles used and significant estimates made 
by management, as well as evaluating the overall financial statement presentation. We believe that our 
audits provide a reasonable basis for our opinion. 


In our opinion, such consolidated financial statements present fairly, in all material respects, the 
financial position of Bunge Limited and subsidiaries at December 31, 2006 and 2005, and the results of 
their operations and their cash flows for each of the three years in the period ended December 31, 2006 in 
conformity with accounting principles generally accepted in the United States of America. 


As discussed in Note 1 to the consolidated financial statements, the Company adopted Statement of 
Financial Accounting Standards No. 158, Employer’s Accounting for Defined Benefit Pension and Other 
Postretirement Plans, on December 31, 2006 and Statement of Financial Accounting Standards No. 123 (R), 
Share-Based Payment, on January 1, 2006. 


We have also audited, in accordance with the standards of the Public Company Accounting Oversight 
Board (United States), the effectiveness of the Company’s internal control over financial reporting as of 
December 31, 2006, based on the criteria established in Internal Control—Integrated Framework issued by 
the Committee of Sponsoring Organizations of the Treadway Commission and our report dated 
February 26, 2007 expressed an unqualified opinion on management’s assessment of the effectiveness of 
the Company’s internal control over financial reporting and an unqualified opinion on the effectiveness of 
the Company’s internal control over financial reporting. 


/s/ DELOITTE & TOUCHE LLP 
New York, New York 
February 26, 2007 
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BUNGE LIMITED AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF INCOME 


(U.S. dollars in millions, except per share data) 


NGLSalGS « jin's. cctetes’ aieatee vate ciealeit Ueno’ cede Suan duaetesedeawes 
Cost of goods sold (Note 8) ...... 0... cece eee eee ee eee eens 
GOSS Profit? 2234 24.4956.4.0404.4aG0Gano Dada adadalaadaanlaane 
Selling, general and administrative expenses...................000. 
INterest INCOME sesicd Siaionetcdeedee soos eSSe SE ee SERS ESS rae SS 
IMPETESECXPCHSE 4.2.3.56,25558556004Rh0u ini daeadauadeeadaenatens 
Foreign exchange gain (losS) ......... ec cee eee cece e eee eee eee 
Other income (expenses)—met ....... 0... eee eee eens 


Income from operations before income tax.....................4.- 
Income tax benefit (expense). ....... 6. eee eee eee eee eee 


Income from operations after tax .............. 0... c cee eee eee 
Minority Interestisccicn nb gcacs casa ee toads eieaaas esas saa eees 
Equity in earnings of affiliates........ 00... ee eee eee 


Net come :.23,33:04,.8204, S243, Sues Se aeR GINGA euas eer euraeuaaeus 
Convertible preference share dividends.................... 000000. 


Net income available to common shareholders .................... 
Earnings per common share—basic (Note 21)..................... 


Earnings per common share—diluted (Note 21) ................... 


Year Ended December 31, 


2006 2005 2004 


$ 26,274 $ 24,377 $ 25,234 
(24,703) (22,806) — (23,348) 


1,571 1571 1,886 
(978) (956) (871) 


119 104 103 
(280) (231) (214) 
59 (22) (31) 
31 22 18 
522 488 891 
36 82 (289) 
558 570 602 
(60) (71) (146) 
23 31 13 
521 530 469 
(4) _ _ 


$ 517 $ 530 $ 469 
$ 432 $ 473 $ 442 
$ 428 $ 443 $ 4.10 


The accompanying notes are an integral part of these consolidated financial statements. 


BUNGE LIMITED AND SUBSIDIARIES 
CONSOLIDATED BALANCE SHEETS 


(U.S. dollars in millions, except share data) 


December 31, 
2006 2005 
ASSETS 

Current assets: 

Cash and cash equivalents 0.0.0... cece cece cece tcc e tenes $ 365 $ 354 

Trade accounts receivable (less allowance of $224 and $180) (Note 16)......... 1,879 1,702 

Inventories (NOte 3) sicsckcdenencieedtatdes GAnaesiadeesk aus adesgedadaes or 3,684 2,769 

TDGTErrSGHMCOMe taxes. at ces Met cet cat cas Mec stats ace, d.a see aun a eee een 149 102 

Other current assets (Note 4) 0.0.0... 0. cece eee eee eee ene nnn es 2,316 1,637 
MOCAN CULTEME ASSEUS ccc cbc cc Sed cde ic lc ctl cg ctl cg caine? 8,393 6,564 
Property, plant and equipment, net (Note 5) ......... ee eee ee eee 3,446 2,900 
Goodwill (Note 6): sctecueenteiuccomdahe te law alodadeed Asda teenie esa ae 236 176 
Other intangible-assets, net. (Note 7) o.ccccsceeenvesnee dese seae Se sesemeneme aes 99 132 
Investments in affiliates (Note 9) 0.0... eee eee tne eens 649 585 
DG ferred 1 COMS CAKES 220 ce areca cate ca ease diy aie ela caneaiaces BCG ala Gia aa aga wee RG acai oe 714 462 
Other non-Current:assets... ose ace Adan aed oa eben eden edad dase domanenaand 810 627 
Total assets 0.0... cee cee cee cee cee eee e eee eee e eee en eee eees $14,347 $11,446 

LIABILITIES AND SHAREHOLDERS’ EQUITY 

Current liabilities: 

Shott-torm debt (Note 14) 1422421 00dssvansaveraweeeee buoen ea noes aewaanans $ 454 $ 411 

Current portion of long-term debt (Note 15) ........ 00. eee eee eee eee ee 156 178 

Trade:accounts payables ¢csccsenc eter. gigi dere taweasdasieiaseeaaesaa wand aes 2,328 1,803 

DeterredincOmMe (Taxes: 2 tiie cc tcae saad uaaeaaaaa aes aaa Meee sae Meee Gee sae 54 38 

Other current liabilities (Note 10)......... 0... cece eee cece ees 1,523 1,187 
Total-current liabilities: 24 itce4 an dad Ged deen he whe we Ae HE AG we Re he mene 4,515 3,617 
Long-term debt (Note 15)iis <3) oct vase. coserceasan sh saaeanan cuseeeteteaess 2,874 2,557 
Deferred income: taxes ..:5.25.0008 Secces DASA AME AARAARAAATAARA AAA AAA 180 145 
Other non-current abies es. 0.4 oad: os0c eo canesada eens se O46 oa aa 4.8 oe eee eee 700 576 
Commitments and contingencies (Note 19) 
Minority interest M:SUDSIMIATICS 26.6.8 cee dete a endunnaile Made miediod sae deta ade Mete Mie’ 410 325 
Shareholders’ equity (Note 20): 

Convertible preference shares, par value $.01; authorized, issued and 

outstanding: 2006—6,900,000 (liquidation preference $100 per share)........ 690 = 
Common shares, par value $.01; authorized—240,000,000 shares; issued and 
outstanding: 2006—119,955,645 shares, 2005—119,184,696 shares ........... 1 1 

Additional paid-in capitals ccc. cawedad Mea sane daelnn se mediond cede niemmsmnes 2,690 2,630 

Retamed carn gs: v6.3: cada su dune oo exes egia eoseas ses seasseesaassassenaaas 2,350 1,907 

Accumulated other comprehensive loss........... 0... e cece eee eee eee (63) (312) 
Total:sharcholders’ equity seco ssnsndcndev en cise cae sane ae sesa se neat seas a aes 5,668 4,226 
Total liabilities and shareholders’ equity ................. 0. ccc e eee eee eee $14,347 $11,446 


The accompanying notes are an integral part of these consolidated financial statements. 


BUNGE LIMITED AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF CASH FLOWS 


(U.S. dollars in millions) 


Year Ended December 31, 
2006 2005 2004 
OPERATING ACTIVITIES 
NECINCOMG® 3 scistins, sa dingcact toned ica hich Sisuy dig ain ws allbya seed, MR daly 4.4 Alere, Hod SunReg aH Sad aR RLE SATIS $ 521 $ 530 $ 469 
Adjustment to reconcile net income to cash (used for) provided by operating activities: 
Foreign exchange pain On: debt....0.5.6 sas ceived coeds ne cetacean dees Ra sewlel eee e ee (175) (112) (85) 
Impairment Of aSSets.y oc ysc cad wad ceed cia ws dedGmas ein do em eith eaeinlae Gib Oa Save any wiaiere ee 20 35 17 
Bad Gebt expenses .oc ste SG hee oats iy eee Daas Cale CaS Bans Haig wale eameclomne 41 40 58 
Increase (decrease) in allowance for recoverable taxes... 60... 0... eee 5 (27) 2 
Depreciation, depletion and amortization. ........0.. 0000 c ccc 324 278 212 
Stock-based compensation CxpeMmses:: se: vieied Laren dda aty bode dered cored namenie okleaied 19 17 25 
Déferred Income taxes xc vse accscd ne See ea eek eager ag diPave Gens wkeans aed memset (191) (238) (56) 
Gain Omisale:Of ASSetS., a.0.ac. sca sidiergeeresie cis ein denhaeretb ands aye qarecnye Qe ade qblone dae gs aerle Sloe e eats (36) (13) (6) 
MinOfity Mterest i e.c: soe cis ee gach a dias wy win as Sie hAda gee ene Gee wp Mai eR nia aE RaatE Weg Bae So wR ene 60 71 146 
Equity in ‘earnings of affiliates «0.65.5 5. cece ccs eee eared Scpeaeend as aig gens eels e Soe de ela eng eee (23) (31) (13) 
Changes in operating assets and liabilities, excluding the effects of acquisitions: 
Trade.accounts receivable’... ici. sg arenas simran apes es maypee dhs oo ded ae de Reel Re (69) 270 (398) 
TNVGNt{ONIES éhci cine ea Pad iny cine Shee Ga Eaes Saleem aad eat eead wy wohlem te ae (729) (11) 328 
Prepaid commodity purchase contracts... ccc ek cece eee eee cee ee eu ae eneeeews (88) (41) 211 
Advances to suppliers: scccccas has ewe rane Dooce pa e OA OMA Ae Rees hale eae ea 256 135 (341) 
Trade accounts payable j,i asc sia. sisnesa goat gps e ese id Sg rcud eip ek dead anes yaad Rie ysl gags Sem Slee es 365 (337) 164 
Unrealized net (gain) loss on derivative contracts... 6.0.0... cece eee (184) 81 17 
Margin deposits’ sss swiaareye cd ain giygrese aia ye wieerdin gas aye SAR Syma eee ennai aie eine le See abe muses (85) (9) 54 
TSE MBs cue gag ees cepts sets og le age eh ae aves y ans Seen eens eee 5 ae ee (320) (256) (2) 
Cash (used for) provided by operating activities... 0.0.0... 6 ee eee eee (289) 382 802 
INVESTING ACTIVITIES 
Payments made foricapital expenditures’... occsscscswwasise ays ob aciie deen eae false atone y Sip envene (503) (522) (437) 
Business acquisitions (net of cash acquired) and intangible assets...........0... 000.00 ee eee (74) (50) (355) 
Investments:in: affiliates... cscs ios sade nea bee he RAM CoS PE Ue RES EN eke agua ae (91) (18) (24) 
Proceeds from disposal of property, plant and equipment ............. 0.0.0 ce cee eee eee 49 59 14 
Return of capital from affiliates: «<5... 620005 band we ame ees Pho wag wee Ge daw dione ee eda 18 38 ale 
Related party (loans) repayments 's...3605 664064 ce. de ogee see ene sede ean eae eae eae sees (21) 13 (13) 
Proceeds from:sale-of investment 5.3. 6 wah iss oe anes as chee dhe Pbk adeeb edna Rea 11 — — 
Investmentini notes receivable: ij.a..9 6605.68 cin sis sie ean’ eps Gap oad Soe ws Ga eH a acg ED eis auee LENS _ = (26) 
Cash used for investing activittes's.5 ccna denwied ea aievs ayy anes. cage wie Sas deedeis Sesgee S Siar ee sueaels (611) (480) (824) 
FINANCING ACTIVITIES 
Net.change in:short-temidebts.c dij ccsieg dia Siaigiesid buds. d aes ah Boo G lee eed a a ietaaien SrsiaTee eae Ri ale 11 (130) (348) 
Procteds from long-terii debts dors. clsie as eis acivs. a aaa ene yee a arate gaye aaa aerate odin mem ehs 488 1,210 860 
Repayment of long-term debts.2y 4. shed onae phigh edeh ebek Moca a depts ees dea (200) (952) (678) 
Proceeds from sale:of Common Shares...4 350 esse ce eg PEE bias Erecees Goolasew eee Re ee 16 13 348 
Proceeds from sale of preference shares, net ........ 0... ec cee ccc eee teen ene ennees 677 — — 
Dividends paid! to:shareholders .s.i0dos. dn sonst Sesion Sarat od Rarithy Dak MeL Oak edad cme S (74) (63) (51) 
Dividends:paid to minority interest 62 .cick sack ed eRe ap dw Epes hea ce pied ase deal bine a (27) (57) (52) 
Redemption:of redeemable preferred stOck s ssi0 cs eves ews ae ain dee ae as ew Sores gies ee eS — = (170) 
Cash provided by (used for) financing activities ..... 0.0... eee eee 891 21 (91) 
Effect of exchange rate changes on cash and cash equivalents............. 0000s cee eee eee 20 (1) 56 
Net increase (decrease) in cash and cash equivalents... 0.0.0... 00. e eee eee eee 11 (78) (57) 
Cash and cash equivalents, beginning of period .... 0.0.0... ccc ccc eee eee 354 432 489 
Cash and’ cash equivalents; end ‘Of period j0560:5 ceca daca gas edial es eu athe oie Save wig ade es bins $ 365 $ 354 $ 432 


The accompanying notes are an integral part of these consolidated financial statements. 


F-8 


BUNGE LIMITED AND SUBSIDIARIES 
CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 


(U.S. dollars in millions, except share data) 


Accumulated 
Convertible Other 
Preference Additional Comprehensive Total 
Shares Common Shares Paid-in Retained Income (Loss) Shareholders’ Comprehensive 
Shares Amount Shares Amount Capital Earnings (Note 20) Equity Income (Loss) 


Balance, January 1, 2004......... _ — 99,908,318 $ 1 $2,010 $1,022 $ (656) $2,377 
Comprehensive income—2004: 
NGEINCOME iis ssves ed gedie a ene os — — _— — —_ 469 — 469 $469 
Other comprehensive income (loss): 
Foreign exchange translation 

adjustment, net of tax expense 

OF SS wicideces cards eho ee Dee — — — — _— _— 217 — 217 
Unrealized lossess on commodity 

futures, net of tax benefit of $3 . . _ _ = — _— = (5) — (5) 
Reclassification of realized net 

losses to net income, net of tax 

benefit:of $10). ....0 css nace ean ce — — _— — — — 19 — 19 
Minimum pension liability, net of tax 

benefit OF $1 so6.5.4 s004 Ae ew — — — —_ — — (2) — (2) 
Total comprehensive income ..... _— — — _— — — 
Dividends paid «0:03 escape sins s _— _— — — — (51) — (51) 
Issuance of common shares: 
—public offering............... = = 9,775,000 — 331 = —= 331 
—employee stock plan .......... _ _ 988,132 _ 20 _ —_ 20 
Balance, December 31, 2004...... = = 110,671,450 $1 $2,361 $1,440 $ (427) $3,375 
Comprehensive income—2005: 
INGEINCOME 62.2 5tciesencn sche EA os _— — _— — — 530 — 530 $530 
Other comprehensive income (loss): 
Foreign exchange translation 

adjustment, net of tax expense 

OF SO sides Sb scsancbod se acas — — — — _— _— 101 — 101 
Unrealized losses on commodity 

futures, net of tax benefit of $2 .. — — — — — — (3) — (3) 
Unrealized investment gains, net of 

tax expense of $4............. _— — _— — — — 11 — 11 
Reclassification of realized net 

losses to net income, net of tax 

benefit Of $2 oe iics se cess cee ee —_ — —_ — _— — 4 — 4 
Minimum pension liability, net of tax 

expense Of $1 soc csccansos ens — — _— — — — 2 — 2 
Total comprehensive income ..... = = = = _ _ 115 115 $645 


Dividends paid ................ — — — _— — (63) — (63) 
Deferred financing costs reclassified — — _— — (5) _— 
Tax benefits related to employee 

Stock plat ss wesc de cgune oaee ws — — — _— 6 — — 6 
Issuance of common shares: 
—convertible notes conversion... . — —_ 7,777,927 — 250 — —_ 250 
—employee stock plan.......... = — 735,319 a 18 = = 
Balance, December 31, 2005...... — — 119,184,696 $1 $2,630 $1,907 $ (312) $4,226 


(Continued on the following page) 
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CONSOLIDATED STATEMENTS OF SHAREHOLDERS’ EQUITY 


(U.S. dollars in millions, except share data) 


Comprehensive income—2006: 

Net MCOME#s 5.619:3.45 she tens darees 

Other comprehensive income 
(loss): 

Foreign exchange translation 


adjustment, net of tax expense 
Of BO scclew ad made een saniedae s 


Unrealized losses on commodity 
futures and foreign exchange 
contracts, net of tax benefit 
OL DLS ea ieiecien avai aa nS aieoees 3 


Unrealized investment losses, net 
of tax benefit of $1.......... 
Reclassification of realized net 


losses to net income, net of tax 
benefit of $6............... 


Minimum pension liability, net of 
tax expense of $0 ........... 


Total comprehensive income .. . 


SFAS No. 158 transition 
adjustment, net of tax benefit 
°0) i eae 


Dividends paid .............. 
Dividends on preference shares . 


Stock-based compensation 
EXPENSE iiecis atari eee meh 


Tax benefits related to employee 
StOCK plata c.5.s.4.0 Go gas azcacann 


Tax benefits related to 
convertible notes conversion. . 


Issuance of preference shares. . . 
Issuance of common shares: 

—employee stock plan ........ 
Balance, December 31, 2006... . 


BUNGE LIMITED AND SUBSIDIARIES 


Accumulated 
Convertible Other 
Preference Additional Comprehensive Total 
Shares Common Shares Paid-in Retained Income (Loss) Shareholders’ Comprehensive 
Shares Amount Shares Amount Capital Earnings (Note 20) Equity Income (Loss) 
— $— = $— $ — $ 521 $ — $ 521 $521 
—_— — — — — —_— 267 —_— 267 
- = - = - = (1) — (1) 
- = - = - = (1) — (1) 
— — — — = — 13 — 13 
= = = = = = 1 = 1 
= = = — = = 279 219 $279 
— = — = = = (30) (30) 
——— —— a (74) — (74) 
- = - = - (4) — (4) 
_ — — —_ 24 = = 24 
_ —_— — — 4 = = 4 
—_ —_— —_— — 24 — — 24 
6,900,000 690 — — (13) —_— —_— 677 
= = 770,949 —= 21 = = 21 
6,900,000 $690 119,955,645 $1 $2,690 $2,350 $ (63) $5,668 


The accompanying notes are an integral part of these consolidated financial statements. 
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BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies 


Description of Business—Bunge Limited is a Bermuda holding company. Bunge Limited, together with 
its consolidated subsidiaries through which Bunge’s businesses are conducted (collectively, “Bunge”), is an 
integrated, global agribusiness and food company. Bunge Limited common shares trade on the New York 
Stock Exchange under the ticker symbol “BG”. Bunge operates in three divisions, which include four 
reporting segments: agribusiness, fertilizer, edible oil products and milling products. 


Agribusiness—Bunge’s agribusiness segment is an integrated business involved in the purchase, 
storage, transport, processing and sale of agricultural commodities and commodity products. Bunge’s 
agribusiness operations and assets are located in North America, South America, Europe and Asia. 


Fertilizer—Bunge’s fertilizer segment is involved in every stage of the fertilizer business, from mining 
of phosphate-based raw materials to the sale of blended fertilizer products. Bunge’s fertilizer operations 
are primarily located in Brazil. 


Edible oil products—Bunge’s edible oil products segment consists of producing and selling edible oil 
products, such as bottled, packaged and bulk oils, shortenings, margarine, mayonnaise and other products 
derived from the vegetable oil refining process. Bunge’s edible oil products operations are located in North 
America, South America, Europe and Asia. 


Milling products—Bunge’s milling products segment includes its wheat and corn milling businesses. 
The wheat milling business consists of producing and selling wheat flours. Bunge’s wheat milling activities 
are located in Brazil. The corn milling business consists of producing and selling products derived from 
corn. Bunge’s corn milling activities are located in North America. 


Basis of Presentation and Principles of Consolidation—The accompanying consolidated financial 
statements are prepared in conformity with accounting principles generally accepted in the United States 
of America and include the assets, liabilities, revenues and expenses of all entities over which Bunge 
exercises control. 


Minority interest related to Bunge’s ownership interests of less than 100% is reported as minority 
interest in subsidiaries in the consolidated balance sheets. The minority ownership interest of Bunge’s 
earnings, net of tax, is reported as minority interest in the consolidated statements of income. 


Bunge evaluates its equity investments for consolidation pursuant to Financial Accounting Standards 
Board (FASB) Interpretation No. (FIN) 46R, Consolidation of Variable Interest Entities, an Interpretation of 
Accounting Research Bulletin No. 51 (FIN 46R). FIN 46R focuses on controlling financial interests that may 
be achieved through arrangements that do not involve voting interests. A variable interest entity (VIE) is a 
legal structure that does not have equity investors with voting rights or has equity investors that do not 
provide sufficient financial resources for the entity to support its activities. FIN 46R requires that a VIE be 
consolidated by a company if that company is the primary beneficiary of the VIE. The primary beneficiary 
of a VIE is an entity that is subject to a majority of the risk of loss from the VIE’s activities or entitled to 
receive a majority of the VIE’s residual returns or both. As of December 31, 2006, Bunge had no 
investments in affiliates that would be considered VIEs pursuant to FIN 46R. 


Investments in businesses in which Bunge does not have control but has the ability to exercise 
significant influence are accounted for by the equity method of accounting whereby the investment is 
carried at acquisition cost, plus Bunge’s equity in undistributed earnings or losses since acquisition. 
Investments in which Bunge does not have the ability to exercise significant influence are accounted for by 


BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies (Continued) 


the cost method. Equity and cost investments are included in investments in affiliates in the consolidated 
balance sheets. 


Use of Estimates and Certain Concentrations of Risk—The accompanying consolidated financial 
statements are prepared in conformity with accounting principles generally accepted in the United States 
of America and require management to make certain estimates and assumptions. These may affect the 
reported amounts of assets and liabilities at the date of the financial statements. They may also affect the 
reported amounts of revenues and expenses during the reporting period. Amounts affected include, but 
are not limited to, allowances for doubtful accounts, inventories, allowances for recoverable taxes, 
impairment of long-lived assets, restructuring charges, useful lives of property, plant and equipment and 
intangible assets, contingent liabilities, income tax valuation allowances and pension plan obligations. 
Actual amounts may vary from those estimates. 


The availability and price of agricultural commodities used in Bunge’s operations are subject to wide 
fluctuations due to unpredictable factors such as weather, plantings, government (domestic and foreign) 
farm programs and policies, changes in global demand and global production of similar and competitive 
crops. 


Translation of Foreign Currency Financial Statements—Bunge’s reporting currency is the U.S. dollar. 
The functional currency of the majority of Bunge’s foreign subsidiaries is their local currency and, as such, 
amounts included in the consolidated statements of income are translated at the weighted-average 
exchange rates for the period. Assets and liabilities are translated at period-end exchange rates and 
resulting foreign exchange translation adjustments are recorded in the consolidated balance sheets as a 
component of accumulated other comprehensive income (loss). 


Foreign Currency Transactions—Monetary assets and liabilities denominated in currencies other than 
the functional currency are remeasured into their respective functional currencies at exchange rates in 
effect at the balance sheet date. The resulting exchange gain or loss is included in Bunge’s consolidated 
statements of income as foreign exchange gain (loss). 


Cash and Cash Equivalents—Cash and cash equivalents include time deposits and readily marketable 
securities with original maturity dates of three months or less at the time of acquisition. 


Accounts Receivable and Secured Advances to Suppliers—Accounts receivable and secured advances to 
suppliers are stated at the historical carrying amounts net of write-offs and allowances for uncollectible 
accounts. Bunge establishes an allowance for uncollectible trade accounts receivable and secured advances 
to farmers based on historical experience, market conditions, current trends and any specific customer 
collection issues that Bunge has identified. Uncollectible accounts are written off when a settlement is 
reached for an amount that is less than the outstanding historical balance or when Bunge has determined 
the balance will not be collected. 


Inventories—Readily marketable inventories in the agribusiness segment, which consist of 
merchandisable agricultural commodities, are stated at market value (net realizable value). Readily 
marketable inventories are agricultural commodities inventories that are readily convertible to cash 
because of their commodity characteristics, widely available markets and international pricing mechanisms. 
The merchandisable agricultural commodities are freely traded, have quoted market prices, may be sold 
without significant further processing and have predictable and insignificant disposal costs. Changes in the 
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BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies (Continued) 


market values of merchandisable agricultural commodities inventories are recognized in earnings as a 
component of cost of goods sold. 


Inventories that are not readily marketable inventories are principally stated at the lower of cost or 
market. Cost is determined using the weighted-average cost method. 


Derivative Instruments and Hedging Activities—Bunge enters into derivatives that are related to its 
inherent business and financial exposure as a multinational agricultural commodities and food company. 
Bunge uses derivative instruments to manage its exposure to movements associated with agricultural 
commodity prices, foreign currency exchange rates, interest rates, ocean freight and energy costs. 
Generally, Bunge’s use of these instruments mitigates the exposure risk and related costs. 


Bunge uses exchange-traded futures and options contracts to minimize the effects of changes in the 
prices of agricultural commodities on its agribusiness inventories and agricultural commodities forward 
cash purchase and sales contracts. Exchange-traded futures and options contracts are valued at the quoted 
market prices. Forward purchase contracts and forward sale contracts are valued at the quoted market 
prices, which are based on exchange quoted prices adjusted for differences in local markets. Changes in the 
market value of forward purchase and sale contracts, and exchange-traded futures and options contracts, 
are recognized in earnings as a component of cost of goods sold. These contracts are predominantly settled 
in cash. Bunge is exposed to loss in the event of non-performance by the counter-party to forward purchase 
and forward sales contracts. The values of these contracts are reduced by a provision related to the 
potential loss in the event of non-performance. 


In addition, Bunge hedges portions of its forecasted U.S. oilseed processing production requirements, 
including forecasted purchases of soybeans and sales of soy commodity products for quantities that usually do 
not exceed three months of processing capacity. The instruments used are exchange-traded futures contracts, 
which are designated as cash flow hedges. The changes in the market value of such futures contracts have 
historically been, and are expected to continue to be, highly effective at offsetting changes in price 
movements of the hedged items. To the extent they provide effective offset, gains or losses arising from 
hedging transactions are deferred in accumulated other comprehensive income (loss), net of applicable taxes, 
and are reclassified to cost of goods sold in the consolidated statements of income when the products 
associated with the hedged items are sold. Bunge expects to reclassify approximately $4 million after tax net 
gains to cost of goods sold in the year ending December 31, 2007, relating to exchange-traded futures 
contracts designated as cash flow hedges. If at any time during the hedging relationship Bunge no longer 
expects the hedge to be highly effective, the changes in the market value of such futures contracts would 
prospectively be recorded in the consolidated statements of income. 


Bunge enters into time charter agreements for time on ocean freight vessels based on forecasted 
requirements for the purpose of transporting agricultural commodities. The market price for ocean freight 
varies depending on the supply and demand for ocean freight vessels, global economic conditions and 
other factors. Bunge’s time charter agreements have terms ranging from two months to five years. Bunge 
uses derivative financial instruments to hedge portions of its ocean freight costs. Ocean freight derivatives 
are recognized on Bunge’s consolidated balance sheets at fair value. A substantial portion of the ocean 
freight derivatives are designated as fair value hedges (in accordance with Statement of Financial 
Accounting Standards (SFAS) No. 133, Accounting for Derivative Instruments and Hedging Activities (SFAS 
No. 133) of Bunge’s unrecognized firm commitment to purchase time on ocean freight vessels. Changes in 
the fair value of the ocean freight derivatives that are qualified, designated and highly effective as a fair 
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BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies (Continued) 


value hedge, along with the gain or loss on the hedged firm commitment to purchase time on ocean freight 
vessels that is attributable to the hedged risk, are recorded in costs of goods sold in Bunge’s consolidated 
statements of income. 


Bunge may also use derivative instruments, such as treasury rate locks, to reduce the risk of changes in 
interest rates on forecasted issuance of fixed rate debt. To the extent they are designated as cash flow 
hedges and provide effective offset, gains and losses arising from these derivative instruments are deferred 
in accumulated other comprehensive income (loss) and recognized in the consolidated statements of 
income over the term of the underlying debt. In addition, Bunge enters into interest rate swaps to manage 
its interest rate exposure on a portion of its fixed rate debt. The interest rate swaps used by Bunge are 
designated as fair value hedges and have been recorded at fair value in other current liabilities in the 
consolidated balance sheets with changes in fair value recorded currently in earnings. Additionally, the 
carrying amount of associated debt relating to interest rate swaps is adjusted currently in earnings for 
changes in the fair value due to changes in interest rates. 


Bunge also enters into derivative financial instruments, such as foreign currency options, forward 
contracts and swaps, to limit exposures to changes in foreign currency exchange rates with respect to its 
recorded foreign currency denominated assets and liabilities and its foreign operations. 


All derivative financial instruments are recorded at fair value in other current assets or other current 
liabilities in Bunge’s consolidated balance sheets. The effective and ineffective portion of changes in fair 
value of the derivative financial instrument designated as a fair value hedge, along with the gain or loss on 
the hedged item are recorded in earnings in the consolidated statements of income in the same caption as 
the hedged item. The effective portion of the changes in fair value of derivative financial instruments that 
Bunge designates as a cash flow hedge are recorded in accumulated other comprehensive income (loss) 
and are reclassified or amortized to earnings when the hedge is no longer effective. In addition, Bunge 
designates certain derivative instruments as a net investment hedge to hedge the exposure risk associated 
with its foreign operations. The effective portion of a change in the fair value of a net investment hedge 
derivative, based on spot rates, is recorded in the foreign exchange translation adjustment component in 
accumulated other comprehensive income (loss) in the consolidated balance sheets and the ineffective 
portion in foreign exchange gains or losses in the consolidated statement of income. The fair value is based 
on market quotes for exchange traded instruments or independent quotes for non-exchange traded 
instruments. 


Recoverable Taxes—Recoverable taxes represent value added taxes paid on the acquisition of raw 
materials and other services which can be recovered in cash or as compensation of outstanding balances 
against income taxes or certain other taxes Bunge may owe. Recoverable taxes are offset by allowances for 
uncollectible amounts if it is determined that collection is doubtful. 
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BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies (Continued) 


Property, Plant and Equipment, Net—Property, plant and equipment, net is stated at cost less 
accumulated depreciation and depletion. Major improvements that extend the life, capacity or efficiency 
and improve the safety of the asset are capitalized, while minor maintenance and repairs are expensed as 
incurred. Costs related to legal obligations associated with the retirement of assets are capitalized and 
depreciated over the lives of the underlying assets. Depreciation is computed based on the straight line 
method over the estimated useful lives of the assets. Useful lives for property, plant and equipment are as 
follows: 


Years 
Buildings ihc. cee eseetereusrh wets ioe cS te SS ae sabe e aoe eee Boers 10-50 
Machinery and €quipment:........0c0ccssenreceseeeeneeeeeeneane 7-20 
Furniture, fixtures and other. ... 0.0.0... cc ccc ccc eee eee eens 3-20 


Included in property, plant and equipment are mining properties that are stated at cost less 
accumulated depletion. Depletion is calculated using the unit of production method based on proven and 
probable reserves. The useful lives of Bunge’s mines operated in its fertilizer operations, relating to the 
reserve depletion, range from 18 to 55 years. 


Bunge capitalizes interest on borrowings during the construction period of major capital projects. The 
capitalized interest is recorded as part of the asset to which it relates, and is depreciated over the asset’s 
estimated useful life. 


Goodwill—Goodwill relates to the excess of the purchase price over the fair value of tangible and 
identifiable intangible net assets acquired in a business acquisition. Goodwill is not amortized but is tested 
annually in the fourth quarter of Bunge’s fiscal year for impairment based upon the fair value of the 
reporting unit with which it resides (see Note 6 of the notes to the consolidated financial statements). 
Bunge’s reporting units, which are its operating segments, in which it has recorded goodwill are 
agribusiness, edible oil products and milling products. Impairment losses are included in cost of goods sold 
in the consolidated statements of income. 


Other Intangible Assets—Other intangible assets that have finite useful lives include brands and 
trademarks recorded at fair value at the date of acquisition. Other intangible assets with finite lives are 
amortized on a straight line basis over their estimated useful lives, ranging from 10 to 40 years. Other 
intangible assets with indefinite lives are not amortized but rather are tested annually for impairment (see 
Note 7 of the notes to the consolidated financial statements). 


Impairment of Property, Plant and Equipment and Other Finite-Lived Intangible Assets—Bunge reviews 
for impairment its property, plant and equipment and other finite-lived intangible assets whenever events 
or changes in circumstances indicate that carrying amounts of an asset may not be recoverable. In 
performing the review for recoverability, Bunge bases its evaluation on such indicators as the nature, the 
future economic benefits and geographic locations of the asset, historic or future profitability measures 
and other external market conditions. If these indicators result in the expected non-recoverability of the 
carrying amount of the asset or asset group, Bunge determines whether impairment has occurred by 
analyzing estimates of undiscounted future cash flows. If the estimate of undiscounted future cash flows 
during the estimated useful life of the asset is less than the carrying value of the asset, a loss is recognized 
for the difference between the carrying value of the asset and its estimated fair value, measured by the 
present value of the estimated future cash flows or third-party appraisal. Bunge 
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BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


1. Basis of Presentation and Significant Accounting Policies (Continued) 


records impairments related to property, plant and equipment and other finite-lived intangible assets used 
in the processing of its products in cost of goods sold in its consolidated statements of income. 


Property, plant and equipment and other finite-lived intangible assets to be disposed of are reported 
at the lower of carrying amount or fair value less cost to sell. 


Impairment of Equity Investee—Bunge continually reviews its equity investments to determine whether 
a decline in fair value below the cost basis is other-than-temporary. Bunge considers various factors in 
determining whether to recognize an impairment charge, including the length of time that the fair value of 
the investment is less than Bunge’s carrying value, the financial condition, operating performance and 
near-term prospects of the investee, which include general market conditions specific to the investee or the 
industry in which it operates, and Bunge’s intent and ability to hold the investment for a period of time 
sufficient to allow for the recovery in fair value. Impairment charges for equity investees are included in 
Bunge’s share of earnings (loss) of affiliates. 


Stock-Based Compensation—Bunge maintains an Equity Incentive Plan and a Non-Employee 
Directors’ Equity Incentive Plan, which are described in Note 22 of the notes to the consolidated financial 
statements. Effective January 1, 2006, Bunge adopted SFAS No. 123R, Share-Based Payment, which 
includes the fair value recognition provisions, using the modified prospective transition method. Under the 
modified prospective transition method, compensation cost recognized for the year ended December 31, 
2006 includes (1) compensation cost for all share-based awards granted prior to, but not yet vested as of, 
January 1, 2006, based on the grant date fair value in accordance with SFAS No. 123, Accounting for Stock- 
Based Compensation (SFAS No. 123), and (2) compensation cost for all share-based awards granted 
subsequent to January 1, 2006, based on the grant date fair value estimated in accordance with the 
provisions of SFAS No. 123R. 


Prior to January 1, 2006, in accordance with the provisions of SFAS No. 123, as amended by SFAS 
No. 148, Accounting for Stock-Based Compensation-Transition and Disclosure (SFAS No. 148), Bunge 
accounted for stock-based compensation using the intrinsic value method under Accounting Principles Board 
Opinion No. 25, Accounting for Stock Issued to Employees (APB 25), and FASB FIN 28, Accounting for Stock 
Appreciation Rights and Other Variable Stock Option or Award Plans (FIN 28). Bunge has granted stock 
options, performance-based restricted stock unit awards and time-vested restricted stock unit awards under 
its Equity Incentive Plan and stock options under its Non-Employee Directors’ Equity Incentive Plan. 
Pursuant to APB 25, no compensation cost was recognized for stock options granted under either plan, since 
the exercise price was equal to the fair market value of the underlying common shares on the date of grant. 
Bunge accrued compensation cost for granted restricted stock unit awards over the vesting or performance 
period and adjusted costs related to its performance-based restricted stock units for subsequent changes in 
the fair market value of the awards with election to settle in cash as well as the number of shares issued upon 
settlement of the awards. Compensation costs are recognized in the consolidated statements of income. 
Results of prior periods have not been restated for the adoption of SFAS No. 123R. 


Income Taxes—Income tax expenses are recognized based on the tax jurisdictions in which Bunge’s 
subsidiaries operate. Under Bermuda law, Bunge is not required to pay taxes in Bermuda on either income 
or capital gains. The provision for income taxes includes income taxes currently payable and deferred 
income taxes arising as a result of temporary differences between the financial statement’s carrying 
amounts of existing assets and liabilities and their respective tax basis. Deferred tax assets are reduced by 
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valuation allowances if it is determined that it is more likely than not that the deferred tax asset will not be 
realized. 


Revenue Recognition—Sales of agricultural commodities, fertilizers and all other products are 
recognized when title to the product and risk of loss transfer to the customer, which is dependent on the 
agreed upon sales terms with the customer. These sales terms provide for passage of title either at the time 
shipment is made or at the time of the delivery of product. Net sales are gross sales less discounts related 
to promotional programs and sales taxes. Interest income on secured advances to suppliers is included as a 
component of net sales due to the operational nature of this item (see Note 4 of notes to the consolidated 
financial statements). Shipping and handling costs are included as a component of cost of goods sold. 


Research and Development—Research and development costs are expensed as incurred. Research and 
development expenses were $22 million, $18 million and $14 million in 2006, 2005 and 2004, respectively. 


Adoption of New Accounting Pronouncements—In September 2006, the Securities and Exchange 
Commission (SEC) issued Staff Accounting Bulletin No. 108, Considering the Effects of Prior Year 
Misstatements when Quantifying Misstatements in Current Year Financial Statements (SAB 108), to address 
diversity in practice in quantifying financial statement misstatements. SAB 108 requires utilizing a “dual- 
approach” to assess the quantitative effects of financial misstatements. This dual approach includes both 
an income statement focused assessment and a balance sheet focused assessment. SAB 108 allows a one- 
time transitional cumulative effect adjustment to retained earnings as of January 1, 2006 for errors that 
were not previously deemed material, but are material under the SAB 108 guidance. On December 31, 
2006, Bunge adopted SAB 108. Bunge’s adoption of SAB 108 did not have a material impact on its 
consolidated financial statements. 


In April 2006, the FASB issued FASB Staff Position (FSP) FIN No. 46(R)-6, Determining the 
Variability to be Considered in Applying FASB Interpretation No. 46(R), which addresses certain 
implementation issues related to FASB Interpretation No. 46(R), Consolidation of Variable Interest Entities 
(FIN 46(R)). FSP FIN No. 46(R)-6 is to be applied prospectively by a company to all entities with which a 
company first becomes involved and to all entities previously required to be analyzed under FIN 
46(R) when a consideration event has occurred beginning the first day of the first reporting period 
beginning after June 2006. Retrospective application to the date of the initial application is permitted but 
not required; however, if elected, it must be completed no later than the end of the first annual reporting 
period ending after July 15, 2006. Bunge has elected to apply FSP FIN No. 46(R)-6 prospectively and has 
determined that there is no material impact to Bunge’s consolidated financial statements as a result of this 
application. 


New Accounting Pronouncements—In February 2007, the FASB issued SFAS No. 159, The Fair Value 
Option for Financial Assets and Financial Liabilities (SFAS No. 159), which permits an entity to measure 
certain financial assets and financial liabilities at fair value. Pursuant to SFAS No. 159, entities that elect 
the fair value alternative will report unrealized gains and losses in earnings at each subsequent reporting 
date. The fair value alternative may be elected on an instrument-by-instrument basis, with a few 
exceptions, as long as it is applied to the instrument in its entirety. The fair value alternative election is 
irrevocable, unless a new election date occurs. Assets and liabilities that are measured at fair value must be 
displayed on the face of the balance sheet. SFAS No. 159 is effective as of the beginning of an entity’s first 
fiscal year beginning after November 15, 2007. Early adoption is permitted as of the beginning of the 
previous fiscal year provided that the entity (1) makes that choice in the first 120 days of that fiscal year, 
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(2) has not yet issued financial statements and (3) elects to apply the provisions of SFAS No. 157, Fair 
Value Measurements. Bunge is evaluating the provisions of SFAS No. 159 to determine the potential 
impact, if any, the adoption will have on its consolidated financial statements. 


In September 2006, the FASB issued SFAS No. 158, Employer’s Accounting for Defined Benefit Pension 
and Other Postretirement Plans, an amendment of FASB Statements No. 87, 88, 106 and 132(R) (SFAS 
No. 158). SFAS No. 158 amends SFAS No. 87, Employer’s Accounting for Pensions, SFAS No. 88, 
Employer’s Accounting for Settlements and Curtailments of Defined Benefit Pension Plans and for Termination 
Benefits, SFAS No. 106, Employer’s Accounting for Postretirement Benefits Other Than Pensions, and SFAS 
No. 132 (R), Employer's Disclosures about Pensions and Other Postretirement Benefits. SFAS No. 158 
requires an entity, which sponsors defined postretirement benefit plans, to: (1) recognize in its statement 
of financial position the funded status of a defined benefit postretirement plan, (2) measure a defined 
benefit postretirement plan’s assets and obligations that determine its funded status as of the end of the 
employer’s fiscal year and (3) recognize changes in the funded status of a defined benefit postretirement 
plan in comprehensive income in the year in which the changes occur. On December 31, 2006, Bunge 
adopted the recognition and disclosure provisions of SFAS No. 158. The effect of adopting SFAS No. 158 
on Bunge’s financial condition at December 31, 2006 has been included in its consolidated financial 
statements. SFAS No. 158 did not have an effect on Bunge’s consolidated financial statements for the years 
ended December 31, 2005 and 2004. The requirement to measure a defined benefit postretirement plan 
assets and benefit obligations as of the date of the employer’s fiscal year-end statement of financial 
position is effective for fiscal years ending after December 15, 2008 (see Note 17 of notes to the 
consolidated financial statements for further discussion on the effect of adopting SFAS No. 158 on Bunge’s 
consolidated financial statements). 


In September 2006, the FASB issued SFAS No. 157, Fair Value Measurements (SFAS No. 157). SEAS 
No. 157 defines fair value, provides enhanced guidance for using fair value to measure assets and liabilities 
under current U.S. GAAP standards and expands the disclosure of the methods used and the effect of fair 
value measurements on earnings. SFAS No. 157 applies whenever other U.S. GAAP standards require (or 
permit) assets or liabilities to be measured at fair value. SFAS No. 157 does not expand the use of fair 
value in any new circumstances. SFAS No. 157 is effective for fiscal years beginning after November 15, 
2007. Bunge is currently evaluating the provisions of SFAS No. 157 to determine the potential impact, if 
any, the adoption will have on its consolidated financial statements. 


In July 2006, the FASB issued two related standards that address accounting for income taxes, FIN 48, 
Accounting for Uncertainty in Income Taxes (FIN 48), and FSP FAS 13-2, Accounting for a Change in the 
Timing of Cash Flows Relating to Income Taxes Generated by a Leveraged Lease Transaction (FSP FAS 
13-2). Among other things, FIN 48 requires applying a “more likely than not” threshold to the recognition 
and de-recognition of tax positions, while FSP FAS 13-2 requires a recalculation of returns on leveraged 
leases if there is a change or projected change in the timing of cash flows relating to income taxes 
generated by the leveraged lease. The new guidance became effective for Bunge on January 1, 2007. Based 
on Bunge’s current assessment, the adoption of these standards will not have a material impact on its 
financial statements. Bunge’s assessment of FIN 48 is subject to revision as Bunge completes its analysis. 
Prior periods will not be restated as a result of the adoption of these standards. 
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In March 2006, the FASB issued SFAS No. 156, Accounting for Servicing of Financial Assets—an 
amendment of FASB Statement No. 140 (SFAS No. 156), which is effective for fiscal years beginning after 
September 15, 2006. SFAS No. 156 was issued to simplify the accounting for servicing rights and to reduce 
the volatility that results from using different measurement attributes. Bunge is currently evaluating SFAS 
No. 156 to determine the potential impact, if any, the adoption will have on its consolidated financial 
statements. 


In February 2006, the FASB issued SFAS No. 155, Accounting for Certain Hybrid Financial 
Instruments—an amendment of FASB Statements No. 133 and 140 (SFAS No. 155), which is effective for 
fiscal years beginning after September 15, 2006. SFAS No. 155 was issued to clarify the application of 
SFAS No. 133 to beneficial interests in securitized financial assets and to improve the consistency of 
accounting for similar financial instruments, regardless of the form of the instruments. Bunge is currently 
evaluating SFAS No. 155 to determine the potential impact, if any, the adoption will have on its 
consolidated financial statements. 


Reclassifications—In 2006, Bunge corrected its classification of interest income on secured advances to 
suppliers by reclassifying amounts from cost of goods sold to net sales. The effect of this reclassification 
increased cost of goods sold and net sales by $78 million, $102 million and $66 million in the years ended 
December 31, 2006, 2005 and 2004, respectively. The reclassification does not affect gross profit, segment 
operating profit or net income. In addition, in 2006, certain earnings on investments in affiliates were 
reclassified from other income (expense )—net to equity earnings in affiliates in the consolidated 
statements of income. As a result, amounts in Bunge’s consolidated statements of income for the years 
ended December 31, 2005 and 2004 have been reclassified to conform to the current period presentation. 


2. Business Acquisitions 


In 2006, Bunge acquired a port terminal in Brazil for a purchase price of $43 million in cash. Bunge 
has completed a preliminary purchase price allocation for this acquisition and has recognized $39 million 
of goodwill in its agribusiness segment as a result of this acquisition. In addition, in 2006 Bunge completed 
its final purchase price allocation of the acquisition of two soybean crushing and refining businesses in 
China, one of which was acquired in 2006 for a purchase price of $26 million in cash and the other in 2005 
for a purchase price of $13 million in cash. Bunge recognized $18 million of goodwill in its agribusiness 
segment as result of the acquisitions in China at December 31, 2006. Bunge also had certain smaller 
acquisitions in 2006 for an aggregate purchase price of $5 million for which it preliminarily recognized 
$4 million of goodwill in its edible oil products segment. Pro forma financial information is not presented 
as these acquisitions are not material. 


In addition, in 2005, Bunge acquired for $23 million a premium bottled oil brand from Molinos 
International, a subsidiary of Molinos Rio de la Plata S.A. The acquisition encompasses exclusive rights to 
the Ideal™ premium oil brand in Russia and the former Soviet Union countries. Bunge has assigned this 
brand to its edible oil products segment. 


In the second half of 2004, Bunge acquired the remaining 17% of the outstanding capital stock of 
Bunge Brasil S.A. that it did not already own for $314 million in cash. The acquisition was funded with net 
proceeds of a public offering of Bunge’s common shares in June 2004 (see Note 21 of the notes to the 
consolidated financial statements). As a result of the acquisition, Bunge now owns 100% of Bunge Brasil 
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S.A. and its subsidiaries, Bunge Alimentos S.A., Bunge’s Brazilian agribusiness and food products 
subsidiary, and Bunge Fertilizantes S.A., Bunge’s Brazilian fertilizer subsidiary. Bunge has been 
consolidating Bunge Alimentos and Bunge Fertilizantes since 1997. The acquisition was accounted for 
under the purchase method as a step acquisition of minority interest. 


The following table summarizes the allocation of $137 million, which is the excess of the cost to 
acquire the minority interest in Bunge Brasil S.A. over the historical book value of the acquired minority 
interest, to certain intangible assets and segments based on the finalization of the fair value of these assets. 


Edible Oil Milling 


(US$ in millions) Agribusiness Fertilizer Products Products Total 
Property, plant and equipment ......... $15 $101 $ 6 $ 4 $126 
Trademarks/brands ................005 — 25 4 4 33 
LICENSES docs caaneeeaos ta diaeeeed — 5 — — 5 
Goodwill 4.5.5.6.464 iG dtaR iat 18 — 5 6 29 
Deferred income tax liabilities.......... _6) (45) (3) (3) (56) 
TO tele sscecsensestscaicentucsaceusi tcauensuarcncaliortuecade ones $28 $ 86 $12 $11 $137 


3. Inventories 


Inventories consist of the following: 


December 31, 


(US$ in millions) ~ 20062005 — 
Agribusiness—Readily marketable inventories at market value (1).......... $2,336 $1,534 
PCIE ZOL sss ae antcedyotsta. ordre wh ayesdc tan acne eghitatta dearest teanaendnt dices ecurh ranted inaeet 352 421 
Edible OS socsa coarse ioeraneenre oes ieee atee nied ae Reseed ate tag 253 233 
MaNNGS s piciisct sais ania ne ceiee a raeee enema be nea adhe anesthe aaa 131 73 
CG Jil o5 64 672) age ea an ee eee ree a 612 508 
Total sic js. ccacerdpavatd sachet die teeta renweneee ad waee ees ea eeean ena $3,684 $2,769 


(1) Readily marketable inventories are agricultural commodities inventories that are readily 
convertible to cash because of their commodity characteristics, widely available markets and 
international pricing mechanisms. 


(2) Agribusiness inventories carried at lower of cost or market. 
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Other current assets consist of the following: 


December 31, 


(US$ in millions) _ 20062005 
Prepaid commodity purchase contracts (1).......... 0... e cece eee eee eee $ 189 $ 93 
Secured advances to suppliers (2)..... 0.0... e cece eee eee eee eens 419 635 
Unrealized gains on derivative contracts........ 0... ccc cece 782 196 
Recoverable taxes iiactancddges oid ehidadanideisdasadsardaaidawkaasans 296 216 
Margin GepOSits sce scea. a sais 0 se cones pia aaa hime A acta a aho ds gotaeelaglene acetals 133 47 
MarketableSeCurities(3) wie atacitacc terns ie test iced eae taneheneaeneas 3 9 
OUEE 252 yesiins .yeanne.o ane ica tirade weates seam Rene ream aeauas oa 494 441 
Total cc sahershesaondnenenhetates eiete sie dain dame att snes thakes $2,316 $1,637 


(1) 


(2) 


(3) 


Prepaid commodity purchase contracts represent payments to producers in advance of delivery of 
the underlying commodities. Prepaid commodity purchase contracts are recorded at market. 


Bunge provides cash advances to suppliers, which primarily are farmers of soybeans and other 
agricultural commodities, to finance a portion of the suppliers’ production cost. The advances are 
generally collateralized by physical assets of the suppliers, carry a local market interest rate and 
settle when the farmer’s crop is harvested and sold. Secured advances to suppliers are stated at 
the original value of the advance plus accrued interest, less allowances for uncollectible advances. 
In addition to the current secured advances, Bunge has long-term secured advances to suppliers, 
primarily farmers, in the amount of $258 million and $196 million at December 31, 2006 and 
2005, respectively. The repayment terms of the long-term secured advances generally range from 
two to three years. Included in the long-term secured advances to suppliers are advances that 
were renegotiated from their original terms, equal to an aggregate of $54 million and $56 million 
at December 31, 2006 and 2005, respectively, mainly due to crop failures. These renegotiated 
advances are collateralized by a farmer’s future crops and a mortgage on the land, buildings and 
equipment. The allowance for uncollectible advances totaled $40 million and $32 million at 
December 31, 2006 and 2005, respectively. Interest income earned on secured advances to 
suppliers of $78 million, $102 million and $66 million for 2006, 2005 and 2004, respectively, is 
included in net sales in the consolidated statements of income. 


These marketable securities are classified as trading securities and recorded at fair value based 
on quoted market prices. The related gains or losses are recognized in other income (expense)— 
net in Bunge’s consolidated statements of income. 
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5. Property, Plant and Equipment 


Property, plant and equipment consist of the following: 


December 31, 

(US$ in millions) 2006 2005 
TAIN 5 ces nd dey Gb ven Wee nl weaned Anan aeanaaan sean heed ae auaenenGes $ 155 $ 132 
MUI PROP STEIES sis .0-2 caconsyazeityanenaraualahsaihia cial weucde st aarg air ea alata aa a stings 265 224 
Buildings ¢ csc cecsescecssee bacceewe tees todsc oe Sado ed ee aieaee ges 1,349 1,171 
Machinery and equipment icdciccawcwcees neces eee rena eeonssmmaates 2,970 3,094 
Furniture, fixtures and Other ss.ccc6.ccccacncceead eas eaes dae sasdsdanadan 304 230 

5,043 4,851 
Less: accumulated depreciation and depletion......................00. (2,242) (2,491) 
PlusCONSHUCHON IM: PrOPlESs «6. ccsccse ee ierneeersceweeeeesenneen es 645 540 
TOG ea Me lec ctcaa ace ccca ck "agave ner cei cela anda gs ae alo a gi aia natn a sate lada $ 3,446 $ 2,900 


Bunge capitalized interest on construction in progress in the amount of $14 million, $12 million and 
$6 million in 2006, 2005 and 2004, respectively. Depreciation and depletion expense was $318 million, $272 
million and $208 million in 2006, 2005 and 2004, respectively. 

6. Goodwill 


Bunge performed its annual impairment test in the fourth quarters of 2006, 2005 and 2004 and has 
determined that there was no goodwill impairment for the years ended December 31, 2006, 2005 and 2004. 


The changes in the carrying amount of goodwill by segment at December 31, 2006 and 2005 are as 
follows: 


Edible Oil Milling 


(US$ in millions) Agribusiness Products Products Total 
Balance, January 1, 2005......... 0. ccc eee cence eee ees $157 $ 8 $ 2 $167 
Goodwill:acquired! (I)\isscacd ane cues heed daa anise dene mene 3 — — 3 
Tax benefit on goodwill amortization (2).................0. (13) — — (13) 
Allocation of acquired goodwill (3)...................00005 (9) 5 6 2 
Foreign exchange translation. ............. 0... ce cece eee 17 = — 17 
Balance, December 31, 2005 ......... 0... ccc cee eee eee 155 13 8 176 
Goodwill acquired (1) ..... 0... eee eee ee cee eee eee of 4 — 61 
Tax benefit on goodwill amortization (2).................0. (18) — — (18) 
Foreign exchange translation. ............... 00 ee eee eee ee 16 1 _— 17 
Balance, December 31, 2006 ......... 0. ccc cee eee eee 210 18 8 $236 


(1) See Note 2 of the notes to the consolidated financial statements. 


(2) Bunge’s Brazilian subsidiary’s tax deductible goodwill is in excess of its book goodwill. For financial 
reporting purposes, the tax benefits attributable to the excess tax goodwill are first used to reduce 
associated goodwill and then intangible assets to zero, prior to recognizing any income tax benefit in 
the consolidated statements of income. 


(3) In 2005, upon completion of the final valuation of the Bunge Brasil S.A. minority interest purchase, 
which was completed in 2004, Bunge reallocated acquired goodwill of $5 million to the edible oil 
products segment and $6 million to the milling products segment from the agribusiness segment. In 
addition, Bunge reallocated $2 million of an intangible asset, which it acquired in 2004, to goodwill in 
its agribusiness segment. 
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7. Other Intangible Assets 


Bunge’s other intangible assets consist of trademarks/brands, licenses, software technology and 
unamortized prior service costs relating to Bunge’s employee defined benefit plans (see Note 17 of the 
notes to the consolidated financial statements). The aggregate amortization expense for other intangible 
assets was $6 million, $6 million and $4 million for the years ended December 31, 2006, 2005 and 2004, 
respectively. The annual estimated amortization expense for 2007 to 2011 is approximately $4 million per 
year. 


Intangible assets consist of the following: 


December 31, 

(US$ in millions) 2006 2005 
Trademarks/brands, finite-lived ......... 00... ccc cc cee eee ee $63 $ 80 
LICCWSES se dcddhcnkandedadis dite less ieae ied eiaseiaiaiaiadaaades 3 7 
EIN Ts sce ttc ott tng fey Suse eG) ee GI Gn hse Aw Gl at Ge Gus ear oom rare 16 15 
82 = 102 

Less accumulated amortization: 

Trademiarks/brands « ... 0 is cee evgnd Mihai bh he neh Ade he nee ie Ae (7) (5) 
LICENSES) sccecnctcvckoes cae Gi eiee eS Soe8oe SSG Soe SESS SS ea ses (2) (3) 
Others. i23.2.23220Gh00tatercigeietseaeiusdterate sites taiaganes GB) _ ©) 
(12) (10) 

Trademarks/brands, indefinite-lived .......... 00... ccc ee cece eee 29 29 
Unamortized prior service costs of defined benefit plans(Note 17)... £©£— — 11 
Intangible assets, net of accumulated amortization.................. 99 132 


Bunge has assigned a 30-year life to the Jdeal™ premium oil brand acquired in 2005 (see Note 2 of the 
notes to the consolidated financial statements). 


In 2005, Bunge received a favorable U.S. tax ruling with respect to the tax status of certain entities 
acquired in the 2002 acquisition of Cereol S.A. (Cereol). As a result of receipt of the favorable U.S. tax 
ruling and in accordance with EITF Issue No. 93-7, Uncertainties Related to Income Taxes in a Purchase 
Business Combination, Bunge reduced certain indefinite-lived intangible assets acquired in the Cereol 
acquisition by $39 million, net of deferred tax liabilities, to zero (see Note 12 of the notes to the 
consolidated financial statements). In addition, in 2005, upon finalization of the purchase price allocation 
of certain smaller acquisitions made in 2004, Bunge reallocated $2 million to goodwill and $1 million to 
property, plant and equipment that was preliminarily allocated to intangible assets. 


8. Impairment and Restructuring Charges 


Impairment—In 2006, Bunge recorded pretax non-cash impairment charges of $18 million and 
$2 million in its agribusiness and edible oil products segments, respectively, relating to write-downs of 
three smaller, older and less efficient oilseed processing, refining and bottling facilities in Brazil. Declining 
results of operations at these facilities, which resulted from adverse operating conditions in the Brazilian 
agribusiness industry, competition from Argentina and the strength of the Brazilian currency, led 
management to permanently close these three facilities. The fair values of land and equipment at these 
three facilities were determined with the assistance of a third-party valuation. 
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In 2005, Bunge recorded a pretax non-cash impairment charge in its agribusiness segment of 
$32 million related to write-downs of two South American oilseed processing facilities due to a 
deteriorating operating environment caused by industry conditions and a strengthening Brazilian real, 
which resulted in the fair value of these two facilities being lower than their carrying value. Based on an 
appraisal valuation, these facilities were written down to their estimated fair value and were permanently 
closed. In addition, Bunge recorded a pretax non-cash impairment charge of $3 million in its agribusiness 
segment, related to an oilseed processing plant in India. The impairment was caused by a decline in the 
projected cash flows caused by competitive conditions in this region, which resulted in the carrying value of 
this facility being written down to its estimated fair value. 


In 2004, Bunge recorded pretax non-cash impairment charges of $17 million relating to write-downs of 
its refining and bottling facilities in the agribusiness segment in Western Europe attributable to planned 
closings of these facilities in response to changed market conditions and competition in Western Europe 
and to the write-downs of refining and packaging facilities in the edible oil products segment in North and 
South America. These impairment charges were a result of planned closings of older less efficient plants 
with planned replacement of new more efficient refining facilities in South America. The carrying value of 
these assets was written down to their estimated fair value. 


Bunge has recorded these impairment charges in cost of goods sold in the consolidated statements of 
income for the years ended December 31, 2006, 2005 and 2004. 


Restructuring—In 2006, Bunge recorded restructuring charges of $4 million related to its South 
American agribusiness and fertilizer operations. These charges consisted of termination benefit costs of 
$1 million and $2 million in the agribusiness and fertilizer segments, respectively, and environmental costs 
of $1 million in the agribusiness segment. In the agribusiness segment, termination costs for the year ended 
December 31, 2006 related to termination benefit obligations associated with approximately 400 plant 
employees and the environmental expense related to the closure of the three oilseed processing, refining 
and bottling facilities noted above. In the fertilizer segment, termination costs for the year ended 
December 31, 2006 related to the termination of approximately 100 administrative employees in 
connection with Bunge’s cost reduction programs. These restructuring costs were associated with Bunge’s 
2005 restructuring program which was designed to streamline costs and rationalize the corporate structure 
in these segments. Funding for these costs was provided by cash flows from operations. All termination 
benefit obligations were paid as of December 31, 2006. The environmental costs are accrued in other non- 
current liabilities in the consolidated balance sheet at December 31, 2006. The restructuring and 
environmental costs for the agribusiness segment were recorded in cost of goods sold and the restructuring 
costs for the fertilizer segment were recorded in selling, general and administrative expense in the 
consolidated statement of income for the year ended December 31, 2006. 


In 2005, Bunge recorded restructuring charges of $10 million, $2 million and $2 million predominantly 
in Bunge’s South American agribusiness, fertilizer and edible oil products segments, respectively, primarily 
relating to administrative employee termination costs for an aggregate of approximately 1,000 employees 
as part of its 2005 restructuring program. The restructuring charge of $5 million in the agribusiness 
segment was recorded in cost of goods sold and the remaining $5 million of restructuring charges in the 
agribusiness segment and the restructuring charges in the fertilizer and edible oil products segments were 
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recorded in selling, general and administrative expenses in the consolidated statement of income for the 
year ended December 31, 2005 and in other current liabilities in the consolidated balance sheet at 
December 31, 2005. The 2005 restructuring program was designed to streamline costs and rationalize the 
corporate structure in these segments. Bunge paid $7 million of these costs in 2005 with the remaining 
$7 million to be paid by end of 2007. Funding for these costs was provided by cash flows from operations. 


In connection with the 2004 impairment charges in its agribusiness segment, Bunge recorded 
$7 million of restructuring charges related to employee termination benefit obligations for 62 plant and 
administrative employees in its oilseed processing operations as part of its restructuring plan. These 
restructuring charges were included in cost of goods sold for the year ended December 31, 2004 and in 
other current liabilities in the consolidated balance sheet at December 31, 2004. The restructuring plan was 
designed to streamline Bunge’s costs and simplify its oilseed processing operations in Western Europe. In 
2005, this restructuring plan was finalized and all related costs were paid. No significant unresolved issues 
exist related to this restructuring plan. 


9. Investments in Affiliates 


Bunge participates in several unconsolidated joint ventures and other investments accounted for on 
the equity method, the most significant of which are described below. Bunge does not allocate equity in 
earnings of affiliates to its reporting segments. 


Bunge has established alliances with partners whose business activities and other capabilities 
complement its own, such as its alliance with E.I. du Pont de Nemours and Company (DuPont). Bunge’s 
alliance with DuPont consists in part of a joint venture, The Solae Company, which is further described 
below. It also includes a biotechnology agreement to jointly develop and commercialize soybeans with 
improved quality traits, and an alliance to develop a broader offering of services and products to farmers. 
In 2006, Bunge and DuPont announced the expansion of its soy collaboration activities beyond food and 
nutrition products to include industrial applications, biofuels and other opportunities. In 2006, as part of its 
alliance to offer products and services to farmers, Bunge and DuPont also established a jointly owned 
company to offer financial services to farmers in Brazil. The company is currently in a start-up phase of 
operations. 


In 2006, Bunge’s investments in affiliates included $16 million for a 25% ownership interest in a 
company that manufactures edible oil products in Russia, additional investments of $35 million in its 
existing Brazilian port terminal joint ventures and $28 million of investments in various renewable energy 
joint ventures in the United States. 


Agribusiness 


Terminal 6 S.A. and Terminal 6 Industrial $.A. Bunge has a joint venture in Argentina with Aceitera 
General Deheza S.A. (AGD), for the operation of the Terminal 6 port facility located in the Santa Fe 
province of Argentina. Bunge is also a party to a second joint venture with AGD that operates a crushing 
facility located adjacent to the Terminal 6 port facility. Bunge owns 40% and 50%, respectively, of these 
joint ventures. 
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AGRI-Bunge, LLC. Bunge has a joint venture in the United States with AGRI Industries, an Iowa 
farmer-owned cooperative. The joint venture originates grain and operates Mississippi river terminals. 
Bunge has 50% voting power and a 34% interest in the equity and earnings of AGRI-Bunge, LLC. 


Fertilizer 


Fosbrasil S.A. Bunge is a party to this joint venture in Brazil, of which it owns 44.25%, with Astaris 
Brasil Ltda. and Societé Chimique Prayon Rupel S.A. Fosbrasil S.A. operates an industrial plant in Cajati, 
Sao Paulo, Brazil that converts phosphoric acid used in animal nutrition into phosphoric acid for human 
consumption. 


Food Products 


The Solae Company.  Solae is a joint venture with DuPont. Solae is engaged in the global production 
and distribution of specialty food ingredients, including soy proteins and lecithins. Bunge has a 28% 
interest in Solae. 


Saipol S.A.S. Saipol is a joint venture with Sofiproteol, the financial arm of the French oilseed 
farmers’ association. Saipol is engaged in oilseed processing and the sale of branded bottled vegetable oils 
in France. Bunge has a 33.34% interest in Saipol. 


Harinera La Espiga, S.A. de C.V. Bunge is a party to this joint venture in Mexico with Grupo Neva, 
S.A. de C.V. and Cerrollera, S.A. de C.V. The joint venture has wheat milling and bakery dry mix 
operations in Mexico. Bunge has a 31.5% interest in the joint venture. 


EFKO. Bunge is a minority investor in the EFKO Group in Russia. EFKO is engaged in the 
production of edible oil products. Bunge has a 25% interest in EFKO. 


Renewable Energy 


Diester Industries International S.A.S. (DI). Bunge is a party to a joint venture with Diester 
Industries, a subsidiary of Sofiproteol, specializing in the production and marketing of biodiesel in Europe. 
Bunge has a 40% interest in DIL. 


Biofuels Company of America, LLC. Bunge is a 20% owner of this company along with Biodiesel 
Investment Group, LLC. The company is building a 45 million gallon per year biodiesel plant adjacent to 
Bunge’s soybean processing plant in Danville, Illinois. 


Bunge Ergon Vicksburg, LLC. Bunge is a 50% owner of this company along with Ergon Ethanol, Inc. 
The company is developing a 60 million gallon per year ethanol plant at the Port of Vicksburg, Mississippi. 


Southwest Iowa Renewable Energy, LLC. Bunge is a 26% owner of this company. The other owners 
are primarily agricultural producers located in Southwest Iowa. The company is developing a 110 million 
gallon per year ethanol plant near Council Bluffs, Iowa. 


Renewable Energy Group, Inc. Bunge has a 4% minority interest in this company. In addition to its 
other biodiesel management, construction and marketing activities, this company is pursuing the 
development of biodiesel plants near or adjacent to certain of Bunge’s existing oilseed processing plants in 
the United States. 
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Summarized unaudited combined financial information reported for all equity method affiliates and a 
summary of the amounts recorded in Bunge’s consolidated financial statements as of December 31, 2006 
and 2005 and for the years ended December 31, 2006, 2005 and 2004 follows: 


December 31, 
2006 2005 
Combined financial position: 
Current aSSCtS 2.630 cnnarnree nena adadieidaeidaaidawsdaeidaeas $1,113 $ 993 
INOTSGUTT EMU ASSCUS 5 5 ce cn cick acs cdess 3 shied au ca leno Stns areal en's Avielo anos Cs 2,455 2,161 
Total assets... 0... cc ccc eee ec cece nent ee nn ne eeees $3,568 $3,154 
Current liabilities «2 sce 3 ag ecayiaeascseaeasadanacasadaaaeaawe $ 578 $ 570 
Non-current liabilities... 0.0... 0... cece ccc eee eee 7716 729 
Stockholders’ Cquily s¢.cccccntaGageries eG cake base ahaa Deeaeer 2,214 1,855 
Total liabilities and stockholders’ equity....................000. $3,568 $3,154 
Amounts recorded by Bunge: 
Investinents'(1) iéssctcycueeae eae eee Ddas sewed eee ewe $ 649 $ 585 
Year Ended December 31, 
(US$ in millions) 2006 2005 2004 
Combined results of operations: 
REVENUES. ccdccake wen doeebeasda ogee see ee oens eee $3,376 $2,819 $2,600 
Income before income tax and minority interest......... 117 197 42 
INGt COME i 54.465050 todas Kant eaed ad add satesaa daddies 74 120 39 
Amounts recorded by Bunge: 
Equity McoMe (2) sic cedsn gee cease ees Peasawhaseaan 23 31 13 


(1) At December 31, 2006 and 2005, Bunge’s investment exceeded its underlying equity in the 
net assets of Solae by $6 million and $11 million, respectively. Straight line amortization of 
this excess against equity in earnings of affiliates amounted to $5 million, $4 million and $4 
million in 2006, 2005 and 2004, respectively. Amortization of the excess has been attributed 
to intangible assets of Solae, which are being amortized over five years. 


(2) In 2006, Bunge’s equity in earnings of Solae included impairment and restructuring charges, 
net of income tax benefit of $20 million. In addition, a tax credit of $7 million was included 
in income tax benefit. 


10. Other Current Liabilities 


Other current liabilities consist of the following: 


December 31, 


(US$ in millions) 2006 2005 

AGCruGd TaD UM'S ico. co.cscoiaicores) since ache Ga dieses ave te severeeieceneseanscesntend $ 630 $ 669 
Unrealized loss on derivative contractS..... 0.0... cece cece ee eee 665 264 
WA GValiCES OM SAleS: 2-23 Sscdeacc Sdeee dod aigceae ae aaa Bae eRAO ERE ES 178 202 
DENS cscs ede acaba sacar eae deen ntl i alpen ll ha iat 50 52 
TO Wea cise ce eect ices ae tire selec tna nga teen oaaeantnde ntact teat istec htt $1,523 $1,187 
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Bunge has asset retirement obligations with the carrying amount totaling $32 million and $33 million 
at December 31, 2006 and 2005, respectively, primarily relating to its mining assets assigned to the fertilizer 
segment and certain of its edible oil refining facilities assigned to the edible oil products segment. Asset 
retirement obligations in Bunge’s fertilizer segment relate to restoration of land used in its mining 
operations and asset retirement obligations in its edible oil products segment relate to the removal of 
certain storage tanks associated with its edible oil refining facilities. The change in the carrying value at 
December 31, 2006 consisted of a $5 million adjustment of the initial obligation due to the change in the 
discount rate and number of years used in the calculation ($2 million in edible oil products segment and $3 
million in the fertilizer segment), $1 million of accretion and $3 million of currency translation adjustment. 
The change in the carrying value at December 31, 2005 consisted of a settlement of an obligation for $3 
million related to the sale of the land of a previously sold refining facility in the edible oil products 
segment, $2 million of accretion and $4 million of currency translation adjustment. 


12. Income Taxes 


Bunge has global operations and is subject to the tax jurisdiction of numerous tax authorities, as well 
as to tax agreements and treaties among these governments. Tax reporting rules and income tax rates used 
for the determination of taxable income and the related income taxes are complex and vary significantly 
between these jurisdictions. Determination of taxable income in any of these jurisdictions requires the 
interpretation of the related tax laws and regulations and the use of estimates and assumptions regarding 
future events, such as the amount, timing and character of deductions, permissible revenue recognition 
methods under the varying tax laws and the sources and character of income and tax credits. 


Changes in tax laws, regulations, agreements and treaties, foreign currency exchange transactions, 
changes in foreign currency exchange rates or Bunge’s level of operations or profitability in each taxing 
jurisdiction may impact Bunge’s income tax provision. 


Bunge also records valuation allowances when it is more likely than not that some portion or all of its 
deferred tax assets will not be realized. The ultimate realization of the deferred tax assets depends on the 
ability to generate sufficient taxable income of the appropriate character in the future in the appropriate 
taxing jurisdiction. 


Bunge has elected to use the U.S. income tax rates to reconcile the actual provision for income taxes 
with the income tax provision computed by applying the U.S. statutory rates. 


The components of income from operations before income tax are as follows: 


December 31, 
(US$ in millions) 2006 = 20052004 
United States s.c.cucceusveeigues teed nies Wedeiersiedaius $14 $ 47 $(38) 
Non-United States... 0.0.0... ccc cc cece cece eee ences 508 441 929 
WOtalicad ees eid oes, bis bee ke en cee Le SA eae Re Ree eeS $522 $488 $891 
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The components of the income tax benefit (expense) are: 


December 31, 

(US$ in millions) 2006 2005 2004 
Current: 
United States. ois oes ee eet ae hi ndara acetal cee led ail $ (3) $ (7) $ (6) 
NoOn-Umited States. cca died avidureni detonation dete dies (152) (149) (339) 

(155) (156) (345) 
Deferred: 
Winited States acaesasctad taeda vekedernatas onion edcaeas (21) 80 23 
Non-United States. 0.0.0... 0... ccc ccc cee teenies 212 158 33 

191 238 56 

LO tall ice i ce eter atte bd tat cea ta atin cai pitas tape’ $ 36 $ 82 $(289) 


Reconciliation of the income tax expense at the U.S. statutory rate to the effective rate is as follows: 


December 31, 
(US$ in millions) 2006 2005 2004 
Income from continuing operations before income tax..................00. $ 522 $488 $ 891 
INCOME (aX fate sccsiicceatcadqianiormditawidadedadadadsdadhaadadaded’ 35% 35% 35% 
Income tax expense at the statutory rate ......... 0. eee eee eee (183) (171) (312) 
Adjustments to derive effective tax rate: 
Earnings of subsidiaries taxed at different statutory rates................... 221 102 31 
Change in valuation allowance......... 0... ccc eee tenet ees 67 79 (60) 
Basis difference in determining foreign taxable income (1)................. (36) (19) (17) 
Benefits from U.S. export incentives (2) ...... eee eee eee — 12 17 
Adjustment to prior year U.S. export incentives (3)............0... eee eee (21) — — 
Oreign exchange expense $4.22025.4600g507des stan deeaswraiaiegaaadadeaus (45) (42) (19) 
Benefit from interest on capital dividends paid by Brazilian companies ...... 17 28 17 
Investment tax credits in Brazil ..... 2... eee eee eee eee 16 7 11 
Reversal of deferred tax liability on undistributed assets of affiliates (4)...... — 77 — 
Recognition of tax loss benefits on merger of foreign subsidiaries ........... — — 60 
OMe podcveneve bent or eneveeeientjtacut maa see sd ae Os sa Koed eee aeees — 9 (17) 
Income tax benefit (expense)... 6... eee nee e ened $ 36 $ 82 $(289) 


(1) In 2003, a tax law was enacted in South America affecting exporters of certain products, including 
grains and oilseeds. The tax law generally provides that in certain circumstances when an export is 
made to a related party that is not the final purchaser of the exported products, the income tax 
payable by the exporter with respect to such sales must be based on the greater of the contract price of 
the exported products or the market price of the products at the date of shipment. The tax effect of 
this law was reflected in income tax expense in the consolidated statements of income for the years 
ended December 31, 2006, 2005 and 2004, respectively. 
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Bunge has obtained tax benefits under U.S. tax laws providing incentives under the provisions of the 
Extraterritorial Income Act (ETI) legislation. However, the American Jobs Creation Act of 2004 
(Jobs Creation Act) ultimately repeals the ETI benefit. Under the Jobs Creation Act, the ETI was 
phased out with 100% of the otherwise available ETI benefit retained for 2004, 80% of the otherwise 
available ETI benefit retained for 2005 and 60% of the otherwise available ETI benefit retained for 
2006. The ETI benefit will be phased out completely in 2007. The benefit has been replaced with an 
income tax deduction intended to allocate benefits previously provided to U.S. exporters across all 
manufacturers when fully phased in. Although most of Bunge’s U.S. operations qualify as 
“manufacturing,” Bunge has not received significant benefits from this new tax legislation as it has 
from the prior one primarily due to Bunge’s U.S. tax position. 


Income tax expense for the year ended December 31, 2006 includes a charge of $21 million relating to 
a correction of certain tax benefits recognized from 2001 to 2005 related to incentives under the 
Foreign Sales Corporation/Extraterritorial Income Exclusion provision of the U.S. Internal Revenue 
Code. 


In 2005, Bunge received a favorable U.S. tax ruling with respect to the tax status of certain entities 
acquired in the 2002 acquisition of Cereol. Bunge had recorded a $125 million deferred tax liability in 
the initial balance sheet of Cereol in 2002, related to unremitted earnings of a subsidiary that were not 
considered to be permanently reinvested. Based upon the final ruling received in 2005, it was 
determined that the subsidiary could be liquidated without generating tax on the unremitted earnings. 
As a result of receipt of the favorable U.S. tax ruling and in accordance with EITF Issue No. 93-7, 
Uncertainties Related to Income Taxes in a Purchase Business Combination, Bunge first reduced certain 
indefinite lived intangible assets acquired in the Cereol acquisition by $39 million, net of deferred tax 
liabilities, to zero and then recognized an $86 million non-cash tax benefit in the consolidated 
statements of income. In conjunction with this transaction, Bunge incurred $9 million of tax expense 
in 2005, related to the repatriation of unremitted earnings of a subsidiary in connection with the Jobs 
Creation Act. 


Certain Bunge subsidiaries had undistributed earnings amounting to approximately $1,482 million, 


$1,448 million and $541 million at December 31, 2006, 2005 and 2004, respectively. These amounts are 
considered to be permanently reinvested and, accordingly, no provision for income taxes has been made. It 
is not practicable to determine the deferred tax liability for temporary differences related to these 
undistributed earnings. 
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The primary components of the deferred tax assets and liabilities and the related valuation allowance 
are as follows: 


December 31, 

(US$ in millions) 2006 -2005_ 
Deferred income tax assets: 
Net operating loss carryiotwards iccncteacgcetiareceaete deri sederesaseradacoves ees a $ 651 $531 
Excess of tax basis over financial statement basis of property, plant and equipment..... 46 32 
Accrued retirement costs (pension and postretirement healthcare cost) and other 

accrued employee compensation. ....... 0.0... c cece eee eee een eee 93 64 
Other accruals and reserves not currently deductible for tax purposes ................ 274217 
MARCEL Cary LOL Wats ice) a. s.cseraisistessesblens grade Grind ileal iets Gi lolol elotnte arte nine tord bum cdiatse 14 14 
Other ocececrorcicnronne conse ntege dda chas Seceee thee MGS SESE ETERS Ese Re SESS 37 29 
Total deferred 1aX ASSEtS: oa: <oscescocsvevac sth eae hd Sie Baie aie adn tae bee inasew UNG @ eR OME Hares 1,115 887 
Less Valtiation allowanit@ss.ce 34 0a. sa sce tac beak sa8s FAS AR ASA PARGRASA EAS EASA SRS (40) (96) 
Net deferred tax assets: 22.0%. 2525.4 a cecceege due Soa lad gare na ae Sa aroacaateeae ase hea ialests 1,075 = 791 
Deferred tax liabilities: 
Excess of financial statement basis over tax basis of long lived assets.................. 356 = 359 
Undistributed earnings of affiliates... 0.0... cece eee eee 22 — 
OUNER sesececrcsctarcnerecccact dibaaacantg sanders ads OCR eOG EONAR OE ERE EOS REE OR ammleete ats 68 Sl 
Fotaldeterred tax abilities .'303% 60.84 28 een dea eae tha eee ee aeaeasnaedaes ends 446 410 
Net deferred tax assetS ... 0... ccc cece cee cee eee n eee e cence eens cannes eenees $ 629 $381 


Deferred tax assets and liabilities are measured using the enacted tax rates expected to apply to 
taxable income in the years in which those temporary differences are expected to be recovered or settled. 
The effect on deferred tax assets and liabilities of a change in tax rates is recognized in income in the 
period that includes the enactment date of such change. 


In 2006, Bunge recognized, upon completion of its 2005 U.S. tax return, a tax benefit of $48 million 
relating to the difference between the face value of Bunge’s November 2005 redemption of its convertible 
notes and the fair market value of Bunge Limited common shares on the date of the redemption. In 
addition, Bunge recorded a provision of $24 million in long-term liabilities related to this transaction. The 
income tax benefit less the associated provision were recorded in additional paid-in capital in the 
consolidated balance sheet in accordance with SFAS No. 109, Accounting for Income Taxes, and APB 
No. 9, Reporting the Results of Operations. 


At December 31, 2006, Bunge’s pretax loss carryforwards totaled $2,237 million, of which $913 million 
have no expiration. However, applicable income tax regulations limit some of these tax losses available for 
offset of future taxable income to 30% of annual pretax income. The remaining tax loss carryforwards 
expire at various periods beginning in 2007 through the year 2025. 


Income tax valuation allowance—Bunge continually reviews the adequacy of its valuation allowance 
and recognizes tax benefits only as reassessment indicates that it is more likely than not that the benefits 
will be realized. The ultimate utilization of deferred tax assets depends on the generation of future taxable 
income during the period in which the related temporary differences become deductible. Management 
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considers the scheduled reversal of deferred tax liabilities, projected future taxable income and tax 
planning strategies in this assessment. The majority of the valuation allowances relate to net operating loss 
carryforwards in certain of its non-U.S. subsidiaries where there is an uncertainty regarding their 
realization and will more likely than not expire unused. 


Bunge merged several European subsidiaries in 2004, which generated statutory capital tax losses and 
the recognition of $60 million of net operating loss carryforwards. Bunge increased its valuation allowance 
by $60 million as it is more likely than not that the assets will not be realized. In 2006, the tax authorities 
conducted audits of the tax returns of the applicable entities which included the statutory capital tax losses 
and no additional tax assessments were made by the tax authorities. In addition, the statute of limitations 
for auditing the tax returns relating to the applicable returns that included the statutory capital tax losses 
expired on January 1, 2007. As a result, Bunge reversed deferred tax valuation allowances of $72 million as 
it was determined that it is more likely than not that the net operating loss carryforwards would be 
recovered. The increase from the amount recorded in 2004 of $60 million versus the amount reversed in 
2006 of $72 million represents the effects of foreign exchange translation adjustments. In 2005, the 
decrease in the deferred tax asset valuation allowance resulted from the projected utilization of net 
operating loss carryforwards by Bunge’s Brazilian subsidiaries. Bunge was able to recognize these net 
operating loss carryforwards because of the legal restructuring of Bunge’s Brazilian subsidiaries, increased 
statutory taxable income of these subsidiaries caused by effects of the real appreciation and actions 
undertaken to recover the net operating loss carryforwards. 


Other—In accordance with SFAS No. 5, Accounting for Contingencies, Bunge records tax contingencies 
when the exposure item becomes probable and reasonably estimable. At December 31, 2006, Bunge had 
contingency reserves of approximately $103 million, of which approximately $7 million relates primarily to 
jurisdictional matters and approximately $96 million relates primarily to the deduction of certain items. 


In 2006, 2005 and 2004, Bunge paid income taxes, net of refunds, of $85 million, $169 million and $210 
million, respectively. In addition, Bunge offset income taxes payable of $47 million, $46 million and $95 
million in the years ended December 31, 2006, 2005 and 2004, respectively, against recoverable taxes 
receivable in certain South American jurisdictions in accordance with the applicable local tax laws. 


13. Financial Instruments 


Bunge uses various financial instruments in its operations, including certain components of working 
capital such as cash and cash equivalents, trade accounts receivable and accounts payable. Additionally, 
Bunge uses short-term and long-term debt to fund operating requirements and derivative financial 
instruments to manage its foreign exchange, commodity price, freight price and interest rate risk 
exposures. Bunge also uses derivative instruments to reduce volatility in its income tax expense that results 
from foreign exchange gains and losses on certain intercompany loans in Brazil. The counterparties to 
these debt financial instruments are primarily major financial institutions and Banco Nacional de 
Desenvolvimento Econémico e Social (BNDES) of the Brazilian government, or in the case of commodity 
futures and options, a commodity exchange. Cash and cash equivalents, trade accounts receivable and 
accounts payables, marketable securities, short-term debt and all derivative instruments are carried at fair 
value. The fair values of all of Bunge’s derivative instruments are based on quoted market prices and rates 
and are reflected as mark-to-market adjustments to the carrying value in the consolidated financial 
statements. 
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Fair Value of Financial Instruments—The carrying amounts and fair values of financial instruments are 
as follows: 


December 31, 
2006 2005 
(US$ in millions) Carrying Value Fair Value Carrying Value _— Fair Value 
Marketable securities............. 0.00 c cee eee eee $ 3 $ 3 $ 9 $ 9 
Long-term debt, including current portion ........ 3,030 3,063 2,735 2,773 


Cash and cash equivalents, trade accounts receivable, accounts payable and short-term debt—The 
carrying value approximates the fair value because of the short-term maturity of these instruments. All 
investment instruments with a maturity of three months or less are considered cash equivalents. 


Marketable securities—The fair value was determined based on quoted market prices. 


Long-term debt—The fair value of long-term debt was calculated based on interest rates currently 
available to Bunge for similar borrowings. 


Interest rate derivatives—The interest rate swaps used by Bunge as hedging instruments have been 
recorded at fair value in other liabilities in the consolidated balance sheets with changes in fair value 
recorded currently in earnings. Additionally, the carrying amount of the associated debt is adjusted 
through earnings for changes in the fair value due to changes in interest rates. Ineffectiveness, as defined in 
SFAS No. 133, is recognized to the extent that these two adjustments do not offset. The derivatives Bunge 
entered into for hedge purposes are assumed to be perfectly effective under the shortcut method of SFAS 
No. 133. The differential to be paid or received based on changes in interest rates is recorded as an 
adjustment to interest expense. The interest rate differential on the swaps settles in cash every six months 
until expiration. 


In 2006, Bunge entered into various interest rate swap agreements with a notional amount of 
$200 million maturing in 2013 for the purpose of managing its interest rate exposure associated with 
$200 million principal amount of 5.875% senior notes due 2013. Upon termination of these interest rate 
swap agreements in the year ended December 31, 2006, Bunge recognized a settlement gain of 
approximately $3 million. This gain will be amortized to earnings over the remaining life of the 5.875% 
senior notes due 2013. Bunge had accounted for the interest rate swap agreements as fair value hedges in 
accordance with SFAS No. 133. 


In 2005, Bunge entered into various interest rate swap agreements with a total notional amount of 
$400 million maturing in 2015 for the purpose of managing its interest rate exposure associated with the 
$400 million of 5.10% senior notes due 2015. Under the terms of the interest rate swaps, Bunge will make 
payments based on six-month LIBOR set in arrears, and will receive payments based on fixed interest 
rates. In 2004, Bunge entered into various interest rate swap agreements maturing in 2008 and 2014 for the 
purpose of managing its interest rate exposure on a portion of our fixed rate debt. Bunge has accounted for 
these interest rate swap agreements as fair value hedges. 


In 2004, Bunge terminated certain interest rate swap agreements and received $60 million in cash, 
which was comprised of $8 million of accrued interest and a $52 million gain on the net settlement of the 
swap agreements. The $8 million of accrued interest was recorded as a reduction of interest expense for 
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the year ended December 31, 2004 in the consolidated statement of income and the $52 million gain was 
recorded as an adjustment to the carrying amount of the related debt in the consolidated balance sheet. 
The $52 million gain is amortized to earnings over the remaining term of the debt. In 2006 and 2005, 
Bunge recognized approximately $7 million in each respective year and $3 million in 2004, as a reduction 
of interest expense in the consolidated statements of income, related to this gain. 


The following table summarizes Bunge’s outstanding interest rate swap agreements accounted for as 
fair value hedges as of December 31, 2006. 


Maturity Fair Value Loss 
(US$ in millions) 2008 2014 2015 Total December 31, 2006 
Receive fixed/pay variable notional amount ...... $ 500 $500 $400 $1,400 $(41) 
Weighted-average variable rate payable (1) ...... 5.94% 6.14% 5.70% 
Weighted-average fixed rate receivable .......... 4.375% 5.35% 5.10% 


(1) Interest is payable in arrears based on a forecasted rate of six-month LIBOR plus a spread. 


Bunge recognized approximately $16 million, $1 million and $6 million as interest expense in the 
consolidated statements of income in the years ended December 31, 2006, 2005 and 2004, respectively, 
relating to its outstanding interest rate swap agreements. 


In 2006, 2005 and 2004, Bunge reclassified approximately a $2 million loss in each year from 
accumulated other comprehensive income (loss) in its consolidated balance sheets to interest expense in 
the consolidated statements of income, which related to a settlement of certain derivative contracts 
recorded as cash flow hedges, in connection with forecasted issuances of debt financing. Bunge expects to 
reclassify approximately $2 million to interest expense in 2007 (see Note 20 of the notes to the 
consolidated financial statements). 


Foreign exchange derivatives—Certain of Bunge’s operations are subject to risk from exchange rate 
fluctuations in connection with anticipated sales in foreign currencies. To minimize this risk, during 2006, a 
combination of foreign exchange contracts and zero cost collars were purchased and designated as cash 
flow hedges in accordance with SFAS No. 133. Accordingly, changes in fair values of outstanding cash flow 
hedge derivatives that are highly effective are recorded in accumulated other comprehensive income (loss), 
until net income is affected by the variability of cash flows of the hedged transaction. In most cases, 
amounts recorded in accumulated other comprehensive income (loss) will be released to net income some 
time after the maturity of the related derivative. Results of hedges related to sales in foreign currencies are 
recorded in net sales in the consolidated statement of income for the year ended December 31, 2006. As of 
December 31, 2006, approximately $74 million of anticipated foreign currency denominated sales have 
been hedged with the underlying derivative contracts settling at various dates beginning January through 
December 2007. At December 31, 2006, the fair value of contracts expected to settle within the next 12 
months, which is recorded in other current assets, approximated $5 million. The change in the fair value of 
the contracts designated as cash flow hedges is recorded in accumulated other comprehensive income and 
was approximately $3 million, net of income taxes, as of December 31, 2006. The change in the fair value is 
reclassified into earnings when the anticipated sales occur with approximately $3 million, net of tax, 
expected to be reclassified to earnings in 2007. The ineffective portion of these hedges was not material. 
Bunge assesses, both at the inception of the hedge and on an on-going basis, whether the derivatives that 
are used in hedge transactions are highly effective in offsetting changes in cash flow hedged items. 


F-34 


BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


13. Financial Instruments (Continued) 


In addition, in 2006, Bunge began utilizing net investment hedges to offset the translation adjustments 
arising from remeasuring its investment in the assets, liabilities, revenues, and expenses of our Brazilian 
subsidiaries. For derivative instruments that are designated and qualify as net investment hedges, Bunge 
records the effective portion of the gain or loss on the derivative instrument in accumulated other 
comprehensive income, a separate component of shareholders’ equity. During 2006, Bunge entered into 
cross currency swaps with a notional value of $359 million to hedge its net investment in Brazilian assets. 
Bunge pays Brazilian reais and receives U.S. dollars using fixed interest rates, offsetting the translation 
adjustment of its net investment in Brazilian reais assets. These swaps have maturity dates in 2007 and 
2008. At December 31, 2006, the fair value of these currency swaps was a loss of $6 million, of which $4 
million is recorded in other current liabilities and $2 million in other non-current liabilities in the 
consolidated balance sheet and a loss of $8 million on the net investment hedge is included as an offset 
against foreign exchange translation adjustment in accumulated other comprehensive income. 


Ocean freight derivatives—In the year ended December 31, 2006, Bunge recognized gains of $31 
million on the firm commitments to purchase time on ocean freight vessels and losses of $31 million on 
ocean freight derivative contracts in cost of goods sold in its consolidated statement of income. There was 
no material gain or loss recognized in Bunge’s consolidated statement of income for 2006 due to hedge 
ineffectiveness. 


14. Short-Term Debt and Credit Facilities 


Short-term borrowings consist of the following: 


December 31, 
(US$ in millions) 20062005 
Commercial paper with an average interest rate of 5.3% at 
DECEMBES 31, QOOG saarsecdethicie d wrgicedcciatevsie wun ais aclevein Miavsus cdoyere masa niaeats $ 90 $265 
Lines of credit: 
Unsecured variable interest rates from 5.24% to 6.93%. .... 0... eee 364 == 146 
Total short-term debt ......... 0... t ee eee eee eee $454 $411 


Bunge’s short-term borrowings, predominantly held with commercial banks, are primarily used to 
fund purchases of readily marketable inventories and for other working capital requirements. The 
weighted-average interest rate, which includes related fees, on short-term borrowings as of December 31, 
2006 and 2005 was 6.1% and 5.8%, respectively. 


In connection with the financing of readily marketable inventories, Bunge recorded interest expense 
on debt financing readily marketable inventories of $85 million, $39 million and $46 million in the years 
ended December 31, 2006, 2005 and 2004, respectively. 


At December 31, 2006, Bunge had a $600 million commercial paper program facility to fund working 
capital requirements. At December 31, 2006, Bunge had approximately $510 million of unused and 
available borrowing capacity under its commercial paper program facility. 
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Long-term obligations are summarized below: 


December 31, 


(US$ in millions) _ 20062005 _— 
Payable in U.S. Dollars: 
Senior notes, fixed interest rates of 4.38% to 7.80%, maturing 2007 through 

DOT circ race dtacater trae aayettatoccecstaie. wie mtstadste vas dn aysten a nus ee wate acta Ae etalon $2,385 $2,395 
Senior notes, fixed interest rates of 7.43% to 7.94%, maturing 2021 ........ 43 121 
Note collateralized by future export commodity contracts, fixed interest rate 

‘of 8:09%, payable through! 2006 2s .écincwinceceeeensee menue scene tastes — 13 
Other notes payable, fixed interest rate of 5.65%, payable through 2009 .... 40 73 
Long-term debt, variable interest rates indexed to LIBOR (1) plus .75% to 

2:1) 7os Payable FNLOU GI 2009 F.3d aechace ata cstwntcle'ss erin te eave. nse Gace te em. tnie git 8 455 17 
Payable in Brazilian Reais: 
BNDES (2) loans, variable interest rate indexed to IGPM (3) plus 6.5% and 

TJLP (4) plus 3.2% payable through 2009............ 0... e ee eee eee eee 69 96 
OUNEE a5 cccckwngaste ad cndnd ne $eoueaee seas Saas seas SOR Sees aee ae 38 20 

3,030 = 2,735 

Less: Installments due within one year........ 0.0... eee eee eee (156) (178) 
Total long-term debt x44. 0c. sicbe setae eee te si egad weet eeegsawieasaks $2,874 $2,557 


(1) LIBOR three and six month rates as of December 31, 2006 were 5.36% and 5.37% as of 
December 31, 2005 were 4.54% and 4.70%, respectively. 


(2) BNDES loans are Brazilian government industrial development loans. 


(3) IGPM is a Brazilian inflation index published by Fundagao Getulio Vargas. The annualized rate 
for the years ended December 31, 2006 and 2005 was 3.83% and 1.21%, respectively. 


(4) TJLP is a long-term interest rate reset by the Brazilian government on a quarterly basis. The 
annualized rate for 2006 was 7.92%. 


At December 31, 2006, Bunge had approximately $400 million of unused and available borrowing 
capacity under its committed long-term credit facilities with a number of lending institutions. Also in 2006, 
Bunge entered into a three-year revolving credit agreement with several banks commencing on January 1, 
2007 that expires January 2010 with an aggregate borrowing capacity of $600 million. This credit 
agreement was entered into by Bunge’s 100%-owned finance subsidiary, Bunge Finance Europe B.V. and 
is fully and unconditionally guaranteed by Bunge. 


Certain land, property, equipment and investments in consolidated subsidiaries having a net carrying 
value of approximately $573 million at December 31, 2006 have been mortgaged or otherwise 
collateralized against long-term debt of $57 million at December 31, 2006. 


Redemption of Convertible Notes—In November 2005, Bunge redeemed the remaining outstanding 
3.75% convertible notes due 2022 (convertible notes) issued by its 100%-owned subsidiary, Bunge Limited 
Finance Corp. As provided in the indenture governing the convertible notes, the redemption price was 
$1,015 for each $1,000 principal amount of convertible notes to be redeemed, together with accrued and 
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unpaid interest up to, but not including, the redemption date. In accordance with the indenture, holders of 
the convertible notes had the right to convert their convertible notes into Bunge Limited common shares at 
any time before the close of business on the second business day immediately preceding November 22, 
2005. Approximately $242 million principal amount of convertible notes was converted into 31.1137 
common shares of Bunge Limited for each $1,000 principal amount of convertible notes. This represents a 
price of $32.1402 per share at which Bunge Limited common shares were issued and delivered following 
conversion. Substantially all holders of the aggregate principal amount of the $250 million convertible 
notes converted their notes into an aggregate of 7,777,927 common shares of Bunge Limited, of which 
7,532,542 common shares were issued upon conversion of convertible notes in November 2005. 


Principal Maturities—Principal maturities of long-term debt at December 31, 2006 are as follows: 


(US$ in millions) 

QOOT ecebiai etd eed pieke eda kt ae eee PORN er weeeheg mobo eewleaEnd deeb $ 156 
2008. ceinewape eee ne one GAG AS AAA IRASIAASAEA TAIRA NAAR eS ARER Oa SES 532 
QO09 gone. Sissies gic aR vas ada wAS ASA AA PA ASRAA ERS AREA SS AOE SS Sac 523 
QOLO a rscstsisrsiscsisnsranditnscordiaaced o0 O54 2H EEE LENE VOA MENT LYNE MELE Rae eu ene ee 9 
ON aaah sate see dest dene eg eA aes Beate dite Bat at da Bk hte Bie Oe ag tne eas 11 
Whereatte rs scse5 sss da cose id aha sAGase RASA RASA SAR AeaG al oeaeiwa cased 1,799 
TOtallvcscgcunaadaseseaas dade coded sat aad Meats tease awa bad bawaads $3,030 


Bunge’s indentures, credit facilities, other long-term debt agreements and commercial paper program 
contain various restrictive covenants which require the satisfaction of certain financial covenants related to 
minimum net worth and working capital and a maximum long-term debt to net worth ratio. Bunge was in 
compliance with these covenants at December 31, 2006. 


In 2006, 2005 and 2004, Bunge paid interest, net of interest capitalized, of $236 million, $213 million 
and $162 million, respectively. 


16. Accounts Receivable Securitization 


In 2005, certain of Bunge’s European subsidiaries entered into an accounts receivable securitization 
facility (Euro securitization facility). Through the Euro securitization facility, Bunge’s European 
subsidiaries may offer to sell and the investor has the option to buy, without recourse, on a monthly basis 
certain eligible trade accounts receivable up to a maximum amount of Euro 200 million. Eligible accounts 
receivable are based on accounts receivable in certain designated European countries. Bunge accounts for 
its transfers/sales of accounts receivable under SFAS No. 140, Accounting for Transfers and Servicing of 
Financial Assets and Extinguishments of Liabilities. Bunge’s European subsidiaries retain collection and 
administrative responsibilities for the accounts receivable sold. At the time an account receivable is sold 
and title transferred, it is removed from the consolidated balance sheet and the proceeds are reflected in 
cash provided by operating activities. The effective yield rates on the accounts receivable sold are based on 
monthly EUR LIBOR plus 0.295% per annum, which includes the cost of the program and certain other 
administrative fees. In the year ended December 31, 2006 and 2005, Bunge recognized approximately $5 
million and $2 million, respectively, of expenses, in the consolidated statements of income, related to the 
securitization program in Europe. 
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The initial term of the Euro securitization facility expires in 2010, but may be terminated earlier upon 
the occurrence of certain limited circumstances. Bunge’s European subsidiaries retain beneficial interests 
in certain accounts receivable that do not qualify as sales under SFAS No. 140. The beneficial interests are 
subordinate to the investors’ interests and are valued at historical cost, which approximate fair value. The 
beneficial interests are recorded in other current assets in the consolidated balance sheet. 


As of December 31, 2006, Bunge sold approximately $171 million of accounts receivable to the Euro 
securitization facility, of which it has retained a $44 million beneficial interest in certain accounts 
receivable that did not qualify as a sale. In addition, Bunge recorded an allowance for doubtful accounts of 
$4 million and $4 million against the beneficial interest at December 31, 2006 and 2005, respectively, in 
other current assets in the consolidated balance sheet. 


In addition, Bunge has two other accounts receivable securitization facilities, through its wholly owned 
North American operating subsidiaries. Through agreements with certain financial institutions, Bunge may 
sell, on a revolving basis, undivided percentage ownership interests (undivided interests) in designated 
pools of accounts receivable without recourse up to a maximum amount of approximately $170 million. 
Collections reduce accounts receivable included in the pools, and are used to purchase new receivables, 
which become part of the pools. Both of the North American facilities expire in 2007, with an option to 
renew. The effective yield rates approximate the 30 day commercial paper rate plus annual commitment 
fees ranging from 29.5 to 40 basis points. 


During 2006 and 2005, the outstanding undivided interests averaged $150 million and $116 million, 
respectively. Bunge retains collection and administrative responsibilities for the accounts receivable in the 
pools. Bunge recognized $9 million, $5 million and $2 million in related expenses for the years ended 
December 31, 2006, 2005 and 2004, respectively, which are included in selling, general and administrative 
expenses in Bunge’s consolidated statements of income. 


In addition, Bunge retains interests in the pools of accounts receivable not sold. Due to the short-term 
nature of the accounts receivable, Bunge’s retained interests in the pools are valued at historical cost, 
which approximate fair value. The full amount of the allowance for doubtful accounts has been retained in 
Bunge’s consolidated balance sheets since collections of all pooled accounts receivable are first utilized to 
reduce the outstanding undivided interests. Accounts receivable at December 31, 2006 and 2005 were net 
of $171 million and $105 million, respectively, representing the outstanding undivided interests in pooled 
accounts receivable. 


17. Employee Benefit Plans 


Employee Defined Benefit Plans—Certain U.S., Canadian and European based subsidiaries of Bunge 
sponsor noncontributory defined benefit pension plans covering substantially all employees of the 
subsidiaries. The plans provide benefits based primarily on participants’ salary and length of service. 


The funding policies for the defined benefit pension plans are determined in accordance with 
statutory funding requirements. The U.S. funding policy requires at least those amounts required by the 
Employee Retirement Income Security Act of 1974 and no more than those amounts permitted by the 
Internal Revenue Code. Assets of the plans consist primarily of equity and fixed income investments. 


Postretirement Healthcare Benefit Plans—Certain U.S. based subsidiaries of Bunge have benefit plans 
to provide certain postretirement healthcare benefits to eligible retired employees of those subsidiaries. 
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The plans require minimum retiree contributions and define the maximum amount the subsidiaries will be 
obligated to pay under the plans. 


The Medicare Prescription Drug, Improvement and Modernization Act of 2003 was reflected in the 
accumulated postretirement medical benefit obligation beginning in 2005 assuming that Bunge will 
continue to provide a prescription drug benefit to retirees that is at least actuarially equivalent to Medicare 
Part D and that Bunge will receive the federal subsidy. Accordingly, in 2005, the accumulated 
postretirement healthcare benefit obligation was reduced by $1 million and is amortized as a reduction of 
expense over the average remaining service life of active employees. The net periodic postretirement 
healthcare benefit cost was reduced by $1 million for the year ended December 31, 2006 and by a minimal 
amount for the year ended December 31, 2005 to reflect the impact of the federal subsidy for the year 
ended December 31, 2005. 


Plan Amendments—In 2004, certain non-qualified key executive plans were created and the related 
past service costs reflected in the benefit obligations as of December 31, 2004. In addition, effective 
January 1, 2004, the qualified defined benefit pension plans for all non-union U.S. employees were merged 
into one plan and that plan was amended to include certain hourly employees, to introduce unreduced 
early retirement benefits at age 62 and to redefine salary to include a portion of variable compensation. In 
addition, certain postretirement healthcare benefits plans were amended, which reduced Bunge’s liability 
related to future retirees. These pension and postretirement healthcare benefit plan amendments were 
reflected in the benefit obligations as of December 31, 2003. 


Pension Protection Act of 2006—During 2006, the Pension Protection Act of 2006 (PPA) was signed 
into U.S. law. While the PPA is expected to have some effect on specific plan provisions in Bunge’s 
retirement program, its primary effect will be to change the minimum funding requirements for plan years 
beginning in 2008. Until regulations are issued by the U.S. Treasury, the financial effect is uncertain. The 
PPA does not have an impact on Bunge’s reported periodic pension costs or obligations for the year ended 
December 31, 2006 or Bunge’s expected contributions for 2007, but is expected to increase required 
contributions for 2008 and forward. 


Adoption of SFAS No. 158—On December 31, 2006, Bunge adopted the recognition and disclosure 
provisions of SFAS No. 158. SFAS No. 158 required Bunge to recognize the funded status (i.e. the 
difference between the fair value of plan assets and the projected benefit obligations for its employee 
defined benefit plans or the accumulated benefit obligations for its postretirement healthcare benefit 
plans) of its employee defined benefit plans in the December 31, 2006 consolidated balance sheet with a 
corresponding adjustment to accumulated other comprehensive income, net of tax. The adjustment to 
accumulated other comprehensive income at adoption represents the net unamortized actuarial losses, 
unrecognized prior service costs, and unrecognized transition obligation remaining from the initial 
adoption of SFAS No. 87, all of which were previously netted against the plans’ funded status in Bunge’s 
consolidated balance sheet pursuant to the provisions of SFAS No. 87. These amounts will be subsequently 
recognized as net periodic pension cost pursuant to Bunge’s historical accounting policy for amortizing 
such amounts. The actuarial gains and losses that arise in subsequent periods and are not recognized as net 
period pension cost in the same periods will be recognized as a component of other comprehensive 
income. Those costs will be subsequently recognized as a component of net periodic pension cost on the 
same basis as the amounts recognized in accumulated other comprehensive income at the adoption of 
SFAS No. 158. 
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Prior to the adoption of the recognition and disclosure provisions of SFAS No. 158 and pursuant to 
the provisions of SFAS No. 87, Bunge had recorded a minimum pension liability for the actuarial present 
value of accumulated benefits that exceeded plan assets and the accrued pension liabilities that were 
exceeded by the unfunded accumulated benefit obligation. The accrued additional minimum pension 
liability at December 31, 2006 and 2005 was $43 million and $44 million, respectively. Bunge also had an 
intangible asset of $11 million at December 31, 2006 and 2005, related to unamortized prior service costs 
for which a minimum pension liability was recorded. At December 31, 2006 and 2005, Bunge had $32 
million and $33 million, respectively, of the excess of the additional minimum pension liability over the 
amount recognized as an intangible asset in other accumulated comprehensive income (loss). Bunge 
recorded a decrease in additional minimum pension liability of $1 million and $3 million for the years 
ended December 31, 2006 and 2005, respectively, and an increase of $3 million for the year ended 
December 31, 2004, which was included in other comprehensive income (loss). The effect of recognizing 
the additional minimum liability is included in the table below in the column captioned “Prior to Adopting 
SFAS No. 158”. 


The incremental effects of adopting the recognition and disclosure provisions of SFAS No. 158 on 
Bunge’s consolidated balance sheet at December 31, 2006 are presented in the following table. The 
adoption of SFAS No. 158 had no effect on Bunge’s consolidated statement of income for the year ended 
December 31, 2006, or for any prior period presented. 


Prior to Effect of 

Adopting Adopting As Reported 
(US$ in millions) SFAS No. 158 SFAS No. 158 December 31, 2006 
Intangible asset (pension).................004- $ 11 $(11) 5 — 
Accrued pension liability ...................0. 99 48 147 
Deferred income taxes ..................00005 12 17 29 
Accumulated other comprehensive income (loss), 

Net Of tax: aveyeiusas uaa iavasa cokes (20) (30) (50) 


Included in accumulated other comprehensive income at December 31, 2006 are the following 
amounts that have not yet been recognized in net periodic pension cost: unrecognized transition asset of 
$(1) million ($(1) million, net of tax), unrecognized prior service cost of $10 million ($7 million net of tax), 
and unrecognized actuarial loss of $71 million ($44 million, net of tax). The prior service cost and actuarial 
loss included in accumulated other comprehensive income and that are expected to be recognized in net 
periodic pension cost in 2007 is $1 million ($1 million, net of tax) and $3 million ($2 million, net of tax), 
respectively. The amount of transition asset expected to be recognized in net period pension cost in 2007 is 
minimal. 
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The following table sets forth in aggregate a reconciliation of the changes in the defined benefit 
pension and the postretirement healthcare benefit plans’ benefit obligations, assets and funded status at 
December 31, 2006 and 2005 for plans with assets in excess of benefit obligations and plans with benefit 
obligations in excess of plan assets. The projected benefit obligation related principally to U.S. plans and 
therefore Bunge has aggregated U.S. and foreign plans for the following disclosures. A measurement date 
of September 30, 2006 was used for all plans. 


Postretirement 
Pension Healthcare 
Benefits Benefits 

December 31, December 31, 
(US$ in millions) 2006 2005 2006 2005 
Change in benefit obligations: 
Benefit obligation as of beginning of year.................-5 $364 $342 $29 $26 
NELVICE-COSE feaceneacccontae deca aaweaaantemees ween eRe 12 10 — — 
TILE T ESE COST csc Scnaiend cen tnhvartgrind oie ca ian ould jones een tale rinein in 20 19 1 1 
Actuarial (gain) loss, net........ 0... cee eee eee eee (1) 8 — 4 
Employee comtribution .c.5464c6cncnasetescasenanee sesame — — 1 1 
Play Am Sm Gets oso cx ce ace se cave da deeve oan Siaira do ce Ria esate agile de ln law nse — — (1) — 
Benefits paid vncccancnenceseonts det ch¢iee ated aasaaeeeanies (14) =(14) (3) (3) 
Impact of foreign exchange rates ..................00 00000, 2 qd) — — 
Benefit obligation as of end of year .................. 00 eee $383 $364 $27 $29 
Change in plan assets: 
Fair value of plan assets as of beginning of year.............. $249 $227 $— $— 
Actual return on plan assets......... 00.0... e cece eee ee 16 23 — — 
Employer contributions ......... 0.0.0... e eee eee eee 9 12 2 2 
Employee COmiribUlIONS sisxctcegectods coeaceaaee sadness — — 1 it 
Benefits Paid wis ccisscdanascaioas eaaasaaaeeedaesa aan need (14) =(14) (3) (3) 
Impact of foreign exchange rates ..................000 0000. — 1 — — 
Fair value of plan assets as of end of year................... $260 $249 $— $— 
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Postretirement 
Pension Healthcare 
Benefits Benefits 

December 31, December 31, 
(US$ in millions) 2006 2005 2006 2005 
Funded status and net amounts recognized: 
Plan assets less than benefit obligation .................0005 $(123) $(115) $(27) $(29) 
Contribution adjustment. ........ 00... eee eee eee eee 2 3 1 1 
Unrecognized prior service COSt ...... 0... eee eee eee — 12 — — 
Unrecognized net actuarial losses.......... 0.0.0.0... 0008. — 65 — 5 
Unrecognized net transition asset................... 00000 ee —_— qd) — — 
Net liability recognized in the balance sheet................. $(121) $ (36) $(26) $(23) 
Amounts recognized in the balance sheet consist of: 
Prior to adoption of funded status provision of SFAS No. 158: 
Prepaid Benet. COSte< sii .4.cb 0 Shab ek Khehaeidns etbadGdeds $— $ 6 $— $— 
Accrued benefit cost .... 0... cece cee cece eee eee — (86) — (23) 
Intangible aSSCtesccsicctcncciciiewwed todsiadadeiarieadaas — 11 = — 
Accumulated other comprehensive income ................. — 33 — — 
After the adoption of funded status provision of SFAS No. 158: 
NOnCUITENE ASSCtS:.v. cd cckctotcieiais eae awheethdanadaaan 6 — — — 
Current: Wabiltes:. i020 )s4. ceeds cea iow aces aoa aathar ee oes (1) —_— (3) — 
Noncurrent liabilities... 0.0.0.0... 0. ccc ccc cece eens (126) — (23) — 
Net liability recognized... 2.0... ccc cece eee eee $(121) $ (36) $(26) $(23) 


Bunge has aggregated certain pension plans with projected benefit obligations in excess of fair value 
of plan assets with pension plans that have fair value of plan assets in excess of projected benefit 
obligations. At December 31, 2006, the $383 million projected benefit obligation includes plans with 
projected benefit obligations of $368 million, which were in excess of the fair value of related plan assets of 
$239 million. At December 31, 2005, the $364 million projected benefit obligation includes plans with 
projected benefit obligations of $349 million, which were in excess of the fair value of related plan assets of 
$230 million. 


The accumulated benefit obligation for the defined benefit pension plans was $347 million and $331 
million at December 31, 2006 and 2005, respectively. 


The following table summarizes information relating to aggregated pension plans with an accumulated 
benefit obligation in excess of plan assets. 


December 31, 
(US$ in millions) 2006 =. 2005 
Projected benefit obligation............ 0.0... $364 $349 
Accumulated benefit obligation .......... 00.00. 328 =. 316 
Bait Valu: Of plan assets ct sea scapasecca wien menace Gianna Stein deie ode Gs 235 =. 230 
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The components of net periodic costs are as follows: 


Postretirement 


Pension Benefits Healthcare Benefits 

Year Ended Year Ended 

December 31, December 31, 
(US$ in millions) 2006 2005 2004 2006 2005 2004 
Service COSt .... 2... eee eee cece cece eee eeeeeeeeeeeeeee $12 $10 $10 $— $— $— 
INGELESE COSC. sc cii ccc ee tcece een eaeeereenened es 20 19 19 2 2 2 
Expected return on plan assets ....................00005 (20) (19) (7) — — — 
Amortization of unrecognized prior service cost .......... 1 1 1 — — — 
Amortization of unrecognized net loss..................5 2 3 3 — — — 
Curtailment loss recognized............ 0... c cece eee eee 1 — — — — — 
Amortization of transition asset ................... 00088 — — ag — — — 
Net periodic benefit costs .............0. cece eee eee eens $16 $14 $15 $2 $ 2 $2. 


The weighted-average assumptions used in determining the actuarial present value of the projected 
benefit obligations under the defined benefit plans are as follows: 


December 31, 
2006 2005 
DISCOUIE FALC e0y3 cata ysaiaast caerterenaand catenin Bhs eae dehndine CMa hentai 5.8% 5.6% 
Increase in future compensation levels ..................000000. 3.4% 3.2% 


The weighted-average assumptions used in determining the net periodic benefit cost under the 
defined benefit plans are as follows: 


Year Ended December 31, 

2006 2005 2004 
DiSCOUNt Tate oecsni ce haree ree eaieees da deraardaseran 5.6% 5.7% 6.0% 
Increase in future compensation levels ................. 3.2% 3.3% 34% 
Expected long term rate of return on assets............. 8.0% 80% 8.0% 


The sponsoring subsidiaries select the expected long-term rate of return on assets in consultation with 
their investment advisors and actuaries. These rates are intended to reflect the average rates of earnings 
expected to be earned on the funds invested or to be invested to provide required plan benefits. The plans 
are assumed to continue in effect as long as assets are expected to be invested. 


In estimating the expected long-term rate of return on assets, appropriate consideration is given to 
historical performance for the major asset classes held or anticipated to be held by the applicable plan 
trusts and to current forecasts of future rates of return for those asset classes. Cash flow and expenses are 
taken into consideration to the extent that the expected returns would be affected by them. As assets are 
generally held in qualified trusts anticipated returns are not reduced for taxes. 


At December 31, 2006, for measurement purposes, a 9% annual rate of increase in the per capita cost 
of covered healthcare benefits was assumed for 2007 decreasing to 5% by 2011, remaining at that level 
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thereafter. At December 31, 2005, for measurement purposes, a 9% annual rate of increase in the per 
capita cost of covered healthcare benefits was assumed for 2006. 


A one-percentage point change in assumed health care cost trend rates would have the following 
effects at December 31, 2006: 


One percentage One percentage 


point point 
(US$ in millions) increase decrease 
Effect on total service and interest cost components............ $— $— 
Effect on postretirement benefit obligation ................... $ 2 $ 2 


The pension plans’ weighted-average asset allocations as of the measurement date for 2006 and 2005, 
by category are as follows: 


Plan Assets 
Asset Category 2006 2005 
FAQUIMLISS sce cas ace ray aasa, eran sra tc wea ata sO ale ds ace ohitdan adh ae otNlndatte dh catdtacae eave 62% 63% 
Fixed incOMe SECUTITIES. 0.0... ccc cece eee e ene eee eeeenes 33% 34% 
CaSBi seis ccd otinstncacy tied ateobnna heart ad. ad Wa wae AAA AAS Aa RAAT Sala 3% 3% 
Re AalieState cis aca caaa ea a a A HAA AAA SAA asta 2% —% 
MOAN 223d dc tli teen HAG an ae AAA Ra Ram 4 Raa tama eee as 100% 100% 


The objectives of the plans’ trust funds are to sufficiently diversify plan assets to maintain a reasonable 
level of risk without imprudently sacrificing return, with a target asset allocation of approximately 40% 
fixed income securities and approximately 60% equities. Bunge retains investment managers who select 
investment fund managers to implement the investment strategy, such that the investments approximate 
the target asset allocation. Bunge’s policy is not to invest plan assets in Bunge Limited shares. 


Bunge expects to contribute $19 million to its defined benefit pension plans and $3 million to its 
postretirement healthcare benefit plans in 2007. 


The following benefit payments, which reflect future service as appropriate, are expected to be paid: 


Postretirement Healthcare Benefits 
Pension Without Medicare Medicare Part D 


(US$ in millions) Benefits Part D Subsidy Subsidy Receipts 
2007 sets tecaeten died (ee beer aera dadaaaaon $ 16 $ 3 $— 
OVS tcc ate ite a cn i aaa a nl 20 3 — 
DODDS a sick. ware dvcting Gewacnrduetan edn aheieutentaudn dun padiainaions 17 3 _ 
2010), cccvomenonesmnene depos tyeeemaaemd Mang nse 18 3 = 
CNN it i sy a eas nl nll a 20 3 — 
LOUD = 201 Gos. driers. totiaverd savaiadigrd ba yoauaaddaca wane eine 128 12 3 
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Employee Defined Contribution—Bunge also makes contributions to qualified defined contribution 
plans for eligible employees. Contributions to these plans amounted to $13 million, $11 million and $9 
million in 2006, 2005 and 2004, respectively. 


Multi-Employer Plan—In addition, certain salaried employees of Bunge’s Brazilian fertilizer 
operations participate in a multi-employer defined benefit pension plan, Fundagao Petrobras de 
Securidade Social (Petros), to which Bunge makes contributions. Contributions to this plan were 
approximately $1 million in each of the years ended December 31, 2006, 2005 and 2004. 


18. Related Party Transactions 


Notes receivable—In connection with the sale of Lesieur, a French producer of branded bottled 
vegetable oil, to Saipol, Bunge’s oilseed processing joint venture with Sofiproteol, Bunge holds a note 
receivable from Saipol having a carrying value of $35 million and $31 million at December 31, 2006 and 
2005, respectively. The note receivable matures in July 2009 with interest payable annually at a variable 
rate of 4.48% in 2006. Bunge has a 33.34% ownership interest in the Saipol joint venture, which is 
accounted for under the equity method. 


Bunge held a note receivable from EWICO, its 50% owned joint venture in Poland, having a carrying 
value of approximately $7 million at December 31, 2005. The EWICO notes receivable matures on 
demand at Bunge’s option with interest payable annually at variable rates of one or six month Warsaw 
Interbank Borrowing Rate (WIBOR) plus 2.5%. In the second quarter of 2006, Bunge began consolidating 
EWICO as a result of the acquisition of additional interest in this company. The note receivable of 
$13 million at March 31, 2006 became an intercompany receivable and is eliminated in consolidation. 


Bunge holds a note receivable from Sabina-Bunge LLC, a 1% investment in the United States having 
a carrying value of approximately $10 million at December 31, 2006. This note receivable is a revolving 
credit facility due September 2007 with interest payable at a rate of LIBOR plus 2%. 


Bunge holds a note receivable with AGRI-Bunge LLC, a joint venture in which Bunge owns a 50% 
voting interest and 34% equity interest in the United States having a carrying value of $31 million at 
December 31, 2006. This note is a revolving credit facility with a final maturity in March 2014 with interest 
payable at a rate of LIBOR plus 2%. 


Bunge holds a note receivable with DDO-Processing LLC, a 50% joint venture in the United States 
having a carrying value of $5 million at December 31, 2006. This note receivable is a revolving credit 
facility with a final maturity in September 2007 with interest payable at a rate of LIBOR plus 2%. 


Bunge has recognized interest income related to these notes receivable of approximately $3 million, 
$2 million and $5 million for the years ended December 31, 2006, 2005 and 2004, respectively, in interest 
income in its consolidated statements of income. Notes receivable with carrying values of $35 million are 
included in other non-current assets and $45 million is included in other current assets in the consolidated 
balance sheets. 
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Notes payable—At December 31, 2006, a Brazilian subsidiary of Bunge has a note payable with a 
carrying value of $18 million to a joint venture partner in one of its terminals. The real-denominated note 
payable matures on December 31, 2007 with interest payable annually at a rate of 13.5%. The note payable 
is included in other current liabilities in Bunge’s consolidated balance sheet. In 2006, Bunge has recorded 
interest payable of approximately $2 million related to this note. 


Other—Bunge purchased soybeans, related soybean commodity products and other commodity 
products from its unconsolidated joint ventures (primarily Solae and its other North American joint 
ventures), which totaled $557 million, $503 million and $457 million for the years ended December 31, 
2006, 2005 and 2004, respectively. Bunge also sold soybean commodity products and other commodity 
products to these joint ventures, which totaled $153 million, $233 million and $92 million for the years 
ended December 31, 2006, 2005 and 2004, respectively. At December 31, 2006, Bunge had approximately 
$9 million receivable from these joint ventures recorded in trade accounts receivable in the consolidated 
balance sheets. Bunge believes these transactions are recorded at values similar to those with third parties. 


Mutual Investment Limited—Bunge has entered into an administrative services agreement with Mutual 
Investment Limited, Bunge’s former parent company prior to the 2001 initial public offering, under which 
Bunge provides corporate and administrative services to Mutual Investment Limited, including financial, 
legal, tax, accounting and insurance. The agreement has a quarterly term that is automatically renewable 
unless terminated by either party. Mutual Investment Limited pays Bunge for the services rendered on a 
quarterly basis based on Bunge’s direct and indirect costs of providing the services. In 2006, 2005 and 2004, 
Mutual Investment Limited paid Bunge $155 thousand, $492 thousand and $623 thousand, respectively, 
under this agreement. In July 2004, Bunge purchased a wheat mill in Brazil from Mutual Investment 
Limited for approximately $2 million. 


19. Commitments and Contingencies 


Bunge is party to a large number of claims and lawsuits, primarily tax and labor claims in Brazil, 
arising in the normal course of business. Bunge records liabilities related to its general claims and lawsuits 
when the exposure item becomes probable and can be reasonably estimated. After taking into account the 
liabilities recorded for the foregoing matters, management believes that the ultimate resolution of such 
matters will not have a material adverse effect on Bunge’s financial condition, results of operations or 
liquidity. Included in other non-current liabilities at December 31, 2006 and 2005 are the following accrued 
liabilities: 


December 31, 
(US$ in millions) 2006 = 2005 
HIRE: red F111 nee PPR eg a $203 $173 
TEA OR Clan Si srosd Seas fest ideeced deca Statteta lata deve dancers Ae aie Chic eta doe aetna aca Bhakansctonaat 112 95 
Civilian Othe sk cco scree dees acs needa area da ace dees ved aoe Head saan seww be RE 89 70 
WO bebvsate aie one tan. eae ngrec nie ee phate tack Messen eee See AE SATE Gane eets $404 = $338 


Tax Claims—The tax claims relate principally to claims against Bunge’s Brazilian subsidiaries, 
including primarily value-added tax claims (ICMS, IPI, PIS and COFINS, of which PIS and COFINS are 
used by the Brazilian government to fund social contribution programs). The determination of the manner 
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in which various Brazilian federal, state and municipal taxes apply to the operations of Bunge is subject to 
varying interpretations arising from the complex nature of Brazilian tax law. 


Labor Claims—The labor claims relate principally to claims against Bunge’s Brazilian subsidiaries. 
The labor claims primarily relate to dismissals, severance, health and safety, salary adjustments and 
supplementary retirement benefits. 


Civil and Other—The civil and other claims relate to various disputes with suppliers and customers. 


Eletrobrdas Litigation—Several of Bunge’s Brazilian subsidiaries have litigation pending in Brazil 
against Centrais Elétricas Brasileiras S.A. (Eletrobras), a publicly-traded, government-controlled holding 
company for Brazilian electric companies. The litigation is seeking interest, including adjustments for 
inflation, on amounts deposited with Eletrobras that were required by law from 1977 to 1993. In 2005, the 
Brazilian supreme court issued a judgment in favor of a Brazilian subsidiary of Bunge in respect of the 
subsidiary’s claim against Eletrobras. During 2006, upon court approval, Bunge received payment of $6 
million in partial settlement related to this claim. Although Bunge expects to receive up to $45 million 
upon final settlement, based on its subsidiary’s claims against Eletrobras for which a judgment has been 
issued, amounts ultimately negotiated and approved by the Brazilian court could be substantially less. 
Similar claims made by Bunge’s other Brazilian subsidiaries are also pending in the Brazilian courts. 


Antitrust Approval of Manah Acquisition—In 2000, Bunge acquired Manah S.A., a Brazilian fertilizer 
company that had an indirect participation in Fosfertil S.A. Fosfertil is the main Brazilian producer of 
phosphate used to produce NPK fertilizers. This acquisition was approved by the Brazilian antitrust 
commission in February 2004. The approval was conditioned on the formalization of an operational 
agreement between Bunge and the antitrust commission relating to the maintenance of existing 
competitive conditions in the fertilizer market. Although the terms of the operational agreement have not 
yet been approved, Bunge does not expect them to have a material adverse impact on its business or 
financial results. 


Guarantees—Bunge has issued or was a party to the following guarantees at December 31, 2006: 


Maximum Potential 


(US$ in millions) Future Payments 
Operating lease residual vallles'(l)iscisectescaeeetedeiescieseedecaeseseasaaarca’s $ 58 
Unconsolidated affiliates financing (2).......... 0. cece cece eee eee eee eee 22 
Customer fiiancing (3) eu acesatevedoxaecuvavadehadn soubor segs ete eesu sea des _ 162 
MO LAM tare tie eicte aed Na tiie Cicate Sicatte a cteud ete Ge Mh Ae AWE Ha SAW ore a ete ee taee denectes $242 


(1) Prior to January 1, 2003, Bunge entered into synthetic lease agreements for barges and railcars 
originally owned by Bunge and subsequently sold to third parties. The leases are classified as 
operating leases in accordance with SFAS No. 13, Accounting for Leases. Any gains on the sales were 
deferred and recognized ratably over the initial lease terms. Bunge has the option under each lease to 
purchase the barges or railcars at fixed amounts, based on estimated fair values or to sell the assets. If 
Bunge elects to sell, it will receive proceeds up to fixed amounts specified in the agreements. If the 
proceeds of such sales are less than the specified fixed amounts, Bunge would be obligated under a 
guarantee to pay supplemental rent for the deficiency in proceeds up to a maximum of approximately 
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$58 million at December 31, 2006. The operating leases expire through 2010. There are no recourse 
provisions or collateral that would enable Bunge to recover any amounts paid under this guarantee. 


(2) Prior to January 1, 2003, Bunge issued a guarantee to a financial institution related to debt of its joint 
ventures in Argentina, its unconsolidated affiliates. The term of the guarantee is equal to the term of 
the related financing, which matures in 2009. There are no recourse provisions or collateral that would 
enable Bunge to recover any amounts paid under this guarantee. 


(3) Bunge issued guarantees to financial institutions in Brazil related to amounts owed the institutions by 
certain of its customers. The terms of the guarantees are equal to the terms of the related financing 
arrangements, which can range from 120 days to five years. In the event that the customers default on 
their payments to the institutions and Bunge would be required to perform under the guarantees, 
Bunge has obtained collateral from the customers. At December 31, 2006, $90 million of these 
financing arrangements were collateralized by tangible property. Bunge has determined the fair value 
of these guarantees to be immaterial at December 31, 2006. 


In addition, Bunge has provided parent level guarantees of the indebtedness outstanding under 
certain senior credit facilities and senior notes, which were entered into by its 100%-owned subsidiaries. 
Bunge’s senior notes, issued by its 100%-owned finance subsidiary, Bunge Limited Finance Corp., are fully 
and unconditionally guaranteed by Bunge. The debt under these guarantees had a carrying amount of 
$2,836 million at December 31, 2006. Debt related to these guarantees is included in the consolidated 
balance sheet at December 31, 2006 (see Note 15 of the notes to the consolidated financial statements). 
There are no significant restrictions on the ability of Bunge Limited Finance Corp. or any other Bunge 
subsidiary to transfer funds to Bunge. 


Also, certain of Bunge’s subsidiaries have provided guarantees of indebtedness of certain of their 
subsidiaries under certain lines of credit with various institutions. The total borrowing capacity under these 
lines of credit was $65 million as of December 31, 2006, of which approximately $4 million of related debt 
was outstanding as of such date. 


Freight Supply Agreements—In the ordinary course of business, Bunge enters into time charter 
agreements for time on ocean freight vessels and freight service on railroad lines for the purpose of 
transporting agricultural commodities. In addition, Bunge sells the time on these ocean freight vessels 
when excess freight capacity is available. These agreements typically range from two months to six years, in 
the case of ocean freight vessels, depending on market conditions, and 8 to 21 years in the case of railroad 
services. Future minimum payment obligations due under these agreements are as follows: 


(US$ in millions) 

Less than) year nauccanives Suess eed et hied 15 ERs os oes Ste sheer sa $ 487 
i) TOS VCATS 3.3.25.3.2.6.25.24.25.2.00 nae ogee sone bee asene sen eeeseawar ewan 353 
SOD: VOAUS  stacaitis a. ataja snscnin-o1apduash pain vaye ule Miata nistnce dacalacs ibhnvase Dhucauteithecln S ptabaiaiintarets 207 
Alter five years. ccrcvcieaseesere ssersdhe sohsseSeoobessSeeetese sake tas 1,408 
MEO BAAD cece tae Sense heat ote ashes da cate ooa one ie nied dhe hetero BV aad entad ee $2,455 


Actual amounts paid under these contracts may differ due to the variable components of these 
agreements and the amount of income earned on the sales of excess capacity. The agreements for the 


F-48 


BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


19. Commitments and Contingencies (Continued) 


freight service on railroad lines require a minimum monthly payment regardless of the actual level of 
freight services used by Bunge. The costs of Bunge’s freight supply agreements are typically passed through 
to the customers as a component of the prices charged for its products. 


20. Shareholders’ Equity 


Cumulative Convertible Perpetual Preference Shares—On November 20, 2006, Bunge completed a 
public offering of 6,000,000, 4.875% cumulative convertible perpetual preference shares (convertible 
preference shares), par value $0.01 and with a liquidation preference of $100 per share. Pursuant to the 
underwriting agreement Bunge granted the underwriter an option to purchase up to 900,000 additional 
convertible preference shares to cover their over allotment in the offering. On November 30, 2006, Bunge 
issued 900,000 additional convertible preference shares upon the exercise of the underwriter’s over- 
allotment option. Bunge received aggregate net proceeds from the issuances of $677 million, after 
deducting underwriting discounts and commissions and other expenses of the offering. The proceeds from 
the sale of convertible preference shares were used to reduce indebtedness. 


The holder of each convertible preference share may at any time convert their convertible preference 
shares into approximately 1.0846 common shares based on an initial conversion price of $92.20 per 
convertible preference share, subject in each case to specified adjustments. At any time on or after 
December 1, 2011, if the closing sale price of Bunge’s common shares equals or exceeds 130% of the then 
prevailing conversion price of the convertible preference shares, for 20 trading days within any period of 30 
consecutive trading days (including the last trading day of such period), Bunge may elect to cause all then 
issued and outstanding convertible preference shares to be automatically converted into the number of 
common shares that are issuable at the then prevailing conversion price. The convertible preference shares 
are not redeemable by Bunge at any time. 


The convertible preference shares accrue dividends at an annual rate of 4.875%. Dividends are 
cumulative from the date of issuance and are payable, quarterly in arrears, on each March 1, June 1, 
September 1 and December 1, commencing on March 1, 2007, when, as and if declared by Bunge’s board 
of directors. The dividends may be paid in cash, common shares or a combination thereof. Accumulated 
but unpaid dividends on the convertible preference shares will not bear interest. At December 31, 2006, 
Bunge recorded $4 million in accrued dividends on its convertible preference shares. 


In 2005, approximately $250 million of Bunge’s convertible notes were converted into 
31.1137 common shares of Bunge Limited for each $1,000 principal amount of convertible notes. In total, 
7,777,927 common shares were issued by Bunge upon conversion of the $250 million aggregate principal 
amount of the convertible notes. This represents a price of $32.1402 per share at which Bunge Limited 
common shares were issued and delivered following conversion. 


In 2004, Bunge completed a public offering of 9,775,000 of its common shares for net proceeds of 
$331 million, after deducting underwriting discounts, commissions and expenses. Bunge used the net 
proceeds of the offering to acquire the additional 17% of the total outstanding shares of Bunge Brasil S.A., 
its publicly-traded Brazilian subsidiary that it did not already own, for $314 million in cash. 
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Accumulated Other Comprehensive Income (Loss)—The following table summarizes the balances of 
related after tax components of accumulated other comprehensive income (loss): 


Minimum 
Foreign Deferred Pension Deferred Accumulated 
Exchange Gain (Loss) Treasury Liability / Gain (Loss) Other 
Translation onHedging Rate Lock SFAS No. 158 on Comprehensive 
(US$ in millions) Adjustment(1) _ Activities Contracts Adjustment Investments Income (Loss) 
Balance, January 1, 2004......... $(609) $(7) $(19) $(21) $— $ (656) 
Other comprehensive income 
(loss), net of tax ...........00. 217 12 2 (2) = 229 
Balance, December 31, 2004...... (392) 5 (17) (23) = (427) 
Other comprehensive income 
(loss), net of tax ...........00. 101 (1) 2 2 i 115 
Balance, December 31, 2005...... (291) 4 (15) (21) 11 (312) 
Other comprehensive income 
(loss), net of tax ...........00. 267 10 2 1 (1) 279 
SFAS No. 158 adjustment ........ — — — (30) = (30) 
Balance, December 31, 2006 ...... (24) $14 $ (13) $ (50) $10 $ (63) 


(1) Bunge has significant operating subsidiaries in Brazil, Argentina and Europe. The functional currency 
of Bunge’s subsidiaries is the local currency. The assets and liabilities of these subsidiaries are 
translated into U.S. dollars from local currency at month end exchange rates, and the resulting foreign 
exchange translation gains and losses are recorded in the consolidated balance sheets as a component 
of accumulated other comprehensive income (loss). 


21. Earnings Per Share 


Basic earnings per share is computed by dividing net income available to common shareholders by the 
weighted-average number of common shares outstanding, excluding any dilutive effects of stock options, 
restricted stock unit awards, convertible preference shares and convertible notes during the reporting 
period. Diluted earnings per share is computed similar to basic earnings per share, except that the 
weighted-average number of common shares outstanding is increased to include additional shares from the 
assumed exercise of stock options, restricted stock unit awards and convertible securities and notes, if 
dilutive. The number of additional shares is calculated by assuming that outstanding stock options, except 
those which are not dilutive, were exercised and that the proceeds from such exercises were used to acquire 
common shares at the average market price during the reporting period. In addition, Bunge accounts for 
the effects of convertible securities and convertible notes, using the if-converted method. Under this 
method, the convertible securities and convertible notes are assumed to be converted and the related 
dividend or interest expense, net of tax is added back to earnings, if dilutive. 


In November 2006, Bunge sold 6,900,000 convertible preference shares in a public offering (see 
Note 20 of notes to the consolidated financial statements). Each convertible preference share has an initial 
liquidation preference of $100 per share and each convertible preference share is convertible, at any time 
at the holder’s option, initially into approximately 1.0846 Bunge Limited common shares (which represents 
7,483,740 Bunge Limited common shares), based on an initial conversion price of $92.20 per convertible 
preference share, subject in each case to specified adjustments. The calculation of diluted earnings per 
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common share for the year ended December 31, 2006 does not include the weighted-average common 
shares that are issuable upon conversion of the convertible preference shares as they were not dilutive. 


In November 2005, Bunge redeemed its convertible notes issued by Bunge’s 100%-owned finance 
subsidiary, Bunge Limited Finance Corp. The computation of diluted earnings per common share for 2005 
includes the weighted-average number of common shares that would have been issuable upon conversion 
of the convertible notes. Substantially all holders of the aggregate principal amount of the $250 million 
convertible notes converted their notes into an aggregate of 7,777,927 shares of Bunge Limited common 
shares, of which 7,532,542 shares were issued upon conversion of the convertible notes in November 2005 
at the conversion rate of 31.1137 common shares of Bunge Limited for each $1,000 principal amount of 
convertible notes. This represents a price of $32.1402 per share at which Bunge Limited common shares 
were issued and delivered following conversion. The computation of diluted earnings per common share 
for the year ended December 31, 2004 includes the weighted-average common shares that would have 
been issuable upon conversion of the convertible notes. 


The following table sets forth the computation of basic and diluted earnings per share for the years 
ended December 31, 2006, 2005 and 2004. 


Year Ended December 31, 
(US$ in millions, except for share data) 2006 2005 2004 
Net income—basic......... 0... ccc cece cece eee ee eeeeeee $521 $530 $469 
Convertible preference share dividends................... (4) — — 
Interest on convertible notes, net of tax...............000. — 5 5 
Net income available to common shareholders ............ $517 $535 $474 
Weighted-average number of common shares outstanding: 
BASIC ccsN se ccec ea ca taecta tree G chau oi aus ea evap Cae cans le ta fayevsuta aces levers 119,566,423 112,131,739 106,015,869 
Effect of dilutive shares (1): 
—stock options and awards ............ cece eee eee ee 1,282,934 1,994,337 1,879,762 
— Convertible NOS sc s:ccecieisaeee saedewiawane se weweeeeares — 6,727,852 7,778,425 
Dts 03sec dae ease Geese aes Ae eS 120,849,357 120,853,928 115,674,056 
Earnings per common share: 
MBAS IC Se Seats cca cava tusstaccacesacentuesua a vaed eee ee ua santhndnestedoonntedn eden $4.32 $4.73 $4.42 
Dilvted sccveeseceenescee veneeeees cad esvewdseaese saad $4.28 $4.43 $4.10 


(1) Weighted-average common shares outstanding-diluted for the year ended December 31, 2006 
excludes 834,399 weighted-average common shares that would be obtainable upon conversion of 
Bunge’s convertible preference shares because their effect would not have been dilutive. 
Approximately 2 million and 1 million stock options and contingently issuable restricted stock units 
were not dilutive and not included in the computation of diluted earnings per share for 2006 and 2005, 
respectively. In addition, the numerator for the calculation of earnings per common share-diluted for 
the years ended December 31, 2005 and 2004 was increased by $5 million to reflect interest expense 
related to the convertible notes. 
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Effective January 1, 2006, Bunge adopted SFAS No. 123R, Share-Based Payment, which includes the 
fair value recognition provisions, using the modified prospective transition method. Under the modified 
prospective transition method compensation cost recognized for the year ended December 31, 2006 
includes (1) compensation cost for all share-based awards granted prior to, but not yet vested as of, 
January 1, 2006 based on the grant date fair value in accordance with SFAS No. 123, and (2) compensation 
cost for all share-based awards granted subsequent to January 1, 2006, based on the grant date fair value 
estimated in accordance with the provisions of SFAS No. 123R. Results of prior periods have not been 
restated. 


As a result of adopting SFAS No. 123R on January 1, 2006, Bunge recognized $10 million and 
$9 million of compensation expense in the year ended December 31, 2006, related to its stock option and 
restricted stock unit awards, respectively, of which $4 million was recorded in liabilities and $15 million in 
additional paid-in capital. In addition, as a result of the adoption of SFAS No. 123R in 2006, Bunge 
reclassified $9 million of compensation expense from liabilities to additional paid-in capital related to 
restricted stock unit awards with equity settlement. The aggregate tax benefit was approximately $4 million 
for the year ended December 31, 2006. 


Prior to the adoption of SFAS No. 123R, Bunge presented tax benefits relating to the exercise of stock 
options as operating cash flows in the consolidated statements of cash flows. SFAS No. 123R requires the 
benefits of tax deductions in excess of the compensation cost recognized for those options to be classified 
as financing cash flows rather than operating cash flows, on a prospective basis. 


Prior to the adoption of SFAS No. 123R, Bunge amortized the expense of share-based compensation 
awarded to employees eligible for retirement over the related vesting period with acceleration of expense 
upon retirement. Upon adoption of SFAS No. 123R, awards made to eligible retirees are still amortized 
over the vesting period until retirement, at which point any remaining unrecognized expense is 
immediately recognized. For awards made subsequent to the adoption of SFAS No. 123R, the related 
expense is recognized either from grant date through the date the employee reaches the years of service 
and age requirements, or from the grant date through the stated vesting period, whichever is shorter. 
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The following table sets forth the effect on net income and earnings per share had Bunge recognized 
compensation cost upon the fair value on the date of grant of stock options and restricted stock units, in 
accordance with SFAS No. 123, as amended by SFAS No. 148, for the years ended December 31, 2005 and 
2004. 


Year Ended 
December 31, 
(US$ in millions, except per share data) 2005 2004 
NG tAMCOME, AS TEPOTLSG  socsc cess Sie snccapsv cash oss seb ate ab a iagsie, MG Aenea nal n Cae. boa nn nt utes $530 $ 469 
Deduct: Total stock-based employee compensation expense determined under fair value 
based method for stock awards granted, net of related tax effects .................. (8) (7) 
Proforma Nt MCOME 4655.53 ca bee ne ets Tek Gs sk charges neds ach ea dah, ieee aneee neue $522 $462 
Earnings per common share (see Note 21): 
ASIC AS LeNOT SC ia ca heas ame eanantaces ieee nadees shaleepaeheatpaas seh bhanases $4.73 $4.42 
Basie pro forma sah sadiatacd neat enidauioateeeeeeereeeebeesee sy eteeeetansnnes $4.66 $4.36 
Dilited—-as. reported (A) ine cascsare coca sSiav sana sesaasaeseseesaseesaeeee ke ness $4.43 $4.10 
Dilited—pro fornia) snc cane eeeedereseearesdasesigragae@agiagaraswanwran $4.36 $4.04 


(1) The numerator for the calculation of diluted pro forma earnings per share for the years ended 
December 31, 2005 and 2004 was adjusted by $5 million in each year for interest expense related to 
the Bunge’s 3.75% convertible notes due 2022, which were redeemed in November 2005. (See Note 21 
of the notes to the consolidated financial statements) 


Equity Incentive Plan—Bunge has an Equity Incentive Plan, which is a shareholder approved plan. 
Under the plan, the compensation committee of the board of directors may award equity based 
compensation to officers, employees, consultants and independent contractors. Awards granted under the 
plan may be in the form of stock options, restricted stock units (performance-based or time-vested) or 
other awards. 


(i) Stock Option Awards—Generally, stock options to purchase Bunge Limited common shares are 
non-statutory and granted with an exercise price equal to the market value of Bunge’s common shares on 
the date of grant, as determined under the Equity Incentive Plan. Options expire ten years after the date of 
grant and generally vest on a pro-rata basis over a three-year period on the anniversary date of the grant. 
Vesting may be accelerated in certain circumstances such as a change in control of Bunge as defined in the 
Equity Incentive Plan. Compensation expense for options granted under the Equity Incentive Plan is 
recognized for option grants beginning in 2006 on a straight-line basis and for options granted prior to 
2006 is recognized on an accelerated basis over the vesting period of each grant. 


(ii) Restricted Stock Units—Performance-based restricted stock units and time-vested restricted stock 
units are granted at no cost to officers and certain employees. The performance-based restricted stock 
units are awarded at the beginning of a three-year performance period and vest following the end of the 
three-year performance period. The performance-based restricted stock units have a cliff vesting of three- 
years and are dependent on Bunge obtaining certain targeted cumulative earnings per share (EPS) or 
segment operating profit (for awards granted to employees of operating companies) during the three-year 
performance period. The targeted cumulative EPS under the plan is based on income per share from 
continuing operations adjusted for non-recurring charges and other one-time events at the discretion of 
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Bunge’s compensation committee. Vesting may be accelerated in certain situations such as a change in 
control of Bunge. The actual award is calculated based on a sliding scale whereby 50% of the granted 
performance-based restricted stock unit award vests if the minimum target is achieved. No vesting occurs if 
cumulative EPS or the segment operating profit is less than the minimum target. The award is capped at 
150% of the grant for performance in excess of the maximum target for the award grants prior to 2004 and 
at 200% of the grant for performance in excess of the maximum target for awards granted in or following 
2004. For awards granted in or prior to 2004, performance-based restricted stock unit awards may be paid 
out, at the participant’s election, subject to the discretion of Bunge’s compensation committee, in cash, in 
Bunge Limited common shares or a combination thereof, once the specified terms and conditions of the 
award are satisfied. Beginning with awards granted in 2005, performance-based restricted stock unit 
awards will be settled solely in common shares. At the time of settlement, a participant holding a vested 
performance-based restricted stock unit award will also be entitled to receive corresponding dividend 
equivalent payments. 


The time-vested restricted stock unit awards are subject to vesting periods varying from three to five 
years and vest on a pro-rata or cliff basis over the applicable vesting period or at the end of the applicable 
vesting period. Vesting may be accelerated by the compensation committee in certain circumstances such 
as a change in control of Bunge. The time-vested restricted stock units are paid out in Bunge Limited 
common shares once the applicable vesting terms are satisfied. At the time of pay out, a participant 
holding a time-vested restricted stock unit award will also be entitled to receive corresponding dividend 
equivalent payments. 


Compensation expense for the restricted stock units is equivalent to the market value of Bunge’s 
common shares at the date of grant and is recognized on a straight-line basis over the vesting period of 
each grant. 


Non-Employee Directors’ Equity Incentive Plan—Bunge has a Non-Employee Directors’ Equity 
Incentive Plan (Directors’ Plan). The Directors’ Plan is a shareholder approved plan. The Directors’ Plan 
provides for awards of non-statutory stock options to non-employee directors. The options vest and are 
exercisable on the January 1st that follows the date of grant, assuming the director continues service as a 
member of the board of directors of Bunge until such date. Vesting may be accelerated in certain 
situations such as a change in control of Bunge. Compensation expense for options granted under the 
Non-Employee Directors’ Equity Incentive Plan is recognized for option grants beginning in 2006 on a 
straight-line basis and for options granted prior to 2006 is recognized on an accelerated basis over the 
vesting period of each grant. 
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The fair value of each option granted under both of Bunge’s equity incentive plans is estimated on the 
date of grant using the Black-Scholes-Merton option-pricing model that uses the assumptions noted in the 
following table. The expected volatility of Bunge’s common shares is based on historical volatility 
calculated using the daily close price of Bunge’s shares up to the date of grant. Bunge uses historical 
employee exercise behavior for valuation purposes. The expected option term of options granted 
represents the period of time that the options granted are expected to be outstanding and is based on 
historical experience giving consideration for the contractual terms, vesting periods and expectations of 
future employee behavior. The risk-free interest rate is based on the rate of U.S. Treasury zero-coupon 
bond with a term equal to the expected option term of the option grants on the date of grant. 


December 31, December 31, | December 31, 


Assumptions: 2006 2005 2004 
Expected option term (in years) ............... eee eee 5.25-6.00 6.00 8.96 
Expected dividend yield .................. 0.00... e eee 1.04%-1.05% 1.15% 1.30% 
Expected’ Volatility . ...o5 ccivde cece saduie ce abi teem oe.8 27%-28% 32% 29% 
Risk-free interest fate i6 ccacistcinccagiguqseeiiesedaaad 4.61%-4.89% 4.04% 3.70% 


A summary of option activity under the plans as of December 31, 2006 and changes during the year 
then ended is presented below: 


Weighted-Average 


Weighted-Average Remaining Aggregate 
Options Shares Exercise Price Contractual Term Intrinsic Value 
(US$ in millions) 

Outstanding at January 1, 2006 ........ 3,651,490 $29.72 

GrANTEM 6. cco ics cece e ene ease an enue 881,400 $56.92 

XGICISED sic cascncnnueeecaereasacass (672,249) $24.10 

Rorleited of expired :¢ taac ain ts0 babes (51,450) $53.10 

Outstanding at December 31, 2006..... 3,809,191 $36.69 6.87 $138 
Exercisable at December 31, 2006...... 2,397,663 $27.19 5.83 $109 


The weighted-average grant-date fair value of options granted during 2006, 2005 and 2004 was $17.38, 
$18.48 and $14.17, respectively. The total intrinsic value of options exercised during 2006 was 
approximately $25 million. The excess tax benefit classified as a financing cash flow for 2006 was not 
significant. 


As of December 31, 2006, there was $12 million of total unrecognized compensation cost related to 
non-vested stock options granted under the Equity Incentive Plan and the Directors’ Plan which will be 
recognized over the next three years. 
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A summary of Bunge’s restricted stock units as of December 31, 2006 and changes during 2006 is 
presented below: 


Weighted-Average 

Grant-Date 
Restricted Stock Units Shares Fair Value 
Restricted stock units at January 1, 2006(1) ............... 0 eee eee 1,097,944 $41.84 
Granted 3 sHsseosobeceencncacscacobar es pedoonoopeceanmnonnorcectesen 438,704 $56.14 
VESIEGASSUCK (2) ace cestoce 2080.04.24 osPrardeiidetadidadewedadadaaiands (98,700) $52.63 
POTS 1S) CXPILSA (2). siaisis-d.c-5 G3. dee sin Sees ad dss a hidletuied hes sane inleniiie odGilen nti oar (172,979) $53.92 
Restricted stock units at December 31, 2006(1) ............. 0.0.0 c eee 1,264,969 $49.74 


(1) Excludes accrued unvested corresponding dividends, which are payable upon vesting in Bunge’s 
common shares. As of December 31, 2006, there were 16,570 unvested corresponding dividends 
accrued. Accrued unvested corresponding dividends were revised due to non-achievement of 
performance targets. 


(2) During 2006, Bunge issued 98,700 common shares including common shares representing accrued 
corresponding dividends, with a weighted-average fair value of $52.63 per share. During 2006, Bunge 
canceled 103,350 shares, respectively, in lieu of cash settlement at $51.00 per share, related to 
performance-based restricted stock unit awards that had vested. 


At December 31, 2006, there was approximately $22 million of total unrecognized compensation cost 
related to restricted stock units share-based compensation arrangements granted under the Equity 
Incentive Plan which will be recognized over the next three to four years. The total fair value of restricted 
stock units vested and issued during 2006 was approximately $5 million. 


Common Shares Reserved for Share-Based Awards—At December 31, 2006, Bunge has reserved 
11,995,565 and 599,778 common shares for grants of stock options and other stock awards under the 
Equity Incentive Plan and the Directors’ Plan, respectively. At December 31, 2006, 4,141,590 and 95,278 
common shares were available for grant under the Equity Incentive Plan and Directors’ Plan, respectively. 
The Equity Incentive Plan and the Directors’ Plan provide that up to 10.0% and 0.5%, respectively, of 
Bunge’s total outstanding common shares may be reserved for issuance pursuant to awards under these 
plans. Therefore, the number of shares reserved under these plans will increase as the number of Bunge’s 
total issued and outstanding common shares increases. 
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23. Lease Commitments 


Bunge routinely leases storage facilities, transportation equipment and office facilities under 
operating leases. Minimum lease payments under non-cancelable operating leases at December 31, 2006 
are as follows: 


(US$ in millions) 

VDT ec acdsee doace aia preset wae ot aac testoc doce estorestes hee aench tauice Pete enceyaeia as aaa area es $112 
QOOS: csciaincnanc dane onebabhadodieeed bbed Gee GaSe dae bawEeda F544 3ae SEES 106 
2009 co dad teandtasahenaeer diated adadidadhdadadackdudideda diausas dads 100 
DVD a aaa Gece dese tee ead ctecialenetand iste dotedatedoeietis Eitodstedaslec bcdla ioe omuaieas ete are aaa x 77 
QOD esctnccchceace eects kv bie Ba Daa heen oa ae baa Gee GEA GIES FEHRS bO8 6G REESE 68 
WNeCreahter 55.6556.25 55.4455 b pea be node dhe ha beaete beteloieanha Iaansed 151 
ST Ota seekers nee ee ba Pe eee Be ee OS ae eee eee EEE eee $614 


Rent expense under non-cancelable operating leases was $144 million, $134 million and $89 million 
for 2006, 2005 and 2004, respectively. 


24. Operating Segments and Geographic Areas 


In 2006, Bunge corrected its classification of interest income on secured advances to suppliers by 
reclassifying amounts from cost of goods sold to net sales. The effect of this reclassification increased cost 
of goods sold and net sales by $78 million, $102 million and $66 million in the years ended December 31, 
2006, 2005 and 2004, respectively. The reclassification does not affect gross profit, segment operating profit 
or net income. 


In addition, during 2006 Bunge reclassified certain product lines from the agribusiness segment to the 
edible oil products segment. As a result, amounts for the years ended December 31, 2005 and 2004 have 
been reclassified to conform to the current year presentation. 


Bunge has four reporting segments—agribusiness, fertilizer, edible oil products and milling products, 
which are organized based upon similar economic characteristics and are similar in nature of products and 
services offered, the nature of production processes, the type and class of customer and distribution 
methods. The agribusiness segment is characterized by both inputs and outputs being agricultural 
commodities and thus high volume and low margin. The activities of the fertilizer segment include raw 
material mining, mixing fertilizer components and marketing products. The edible oil products segment 
involves the manufacturing and marketing of products derived from vegetable oils. The milling products 
segment involves the manufacturing and marketing of products derived primarily from wheat and corn. 
Bunge evaluates segment performance based on operating segment profit. 


The “Unallocated” column in the following table contains the reconciliation between the totals for 
reportable segments and Bunge consolidated totals, which consists primarily of corporate items not 
allocated to the operating segments, inter-segment eliminations and principally the Solae joint venture. 
Transfers between the segments are generally valued at market. The revenues generated from these 
transfers are shown in the following table as “Inter-segment revenues.” 
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Operating Segment Information 


(US$ in millions) 
2006 


Net sales to external customers............ 
Inter-segment revenues................0. 
GTOSS Profit CL) once cscncccgamis ea sdinae ds 
Interest INCOME: « 66.6 eee ee Ree ae 
INtErest EXPENSE’. oes wiccie oh ears dea le bre PAL ce 
Foreign exchange gain (loss).............. 
Segment operating profit................. 


Depreciation, depletion and amortization 


EXPOSES gcseys Svcs aoe nautoree whee niatune 
Investments in affiliates...............02. 


2005 


Net sales to external customers............ 
Inter-segment revenues................0. 
GTOSS Profit (1). ici sis cd ccee adie se meted 
Interest MCOME: «sic cece ek ees Ba eS 
INGEFESt- EXPENSE! 5. ied eared Sieieee pa eceed 
Foreign exchange gain (loss).............. 
Segment operating profit................. 


Depreciation, depletion and amortization 


EXCUSES ard darisa ars agate guna ae hayes 
Investments in affiliates...............0.. 


2004 


Net sales to external customers............ 
Inter-segment revenues...............00. 
GOSS PLOTEGL): sets ssei sgt ence beet pa woEns 
Interest INCOME «i665 ee eee Hee eaes 
INtErest EXPENSE. ..oei ck Se eadedd a Mob doe Bane os 
Foreign exchange gain (loss).............. 
Segment operating profit................. 


Depreciation, depletion and amortization 


EXPCMSEs 6sfeud We bas aan eee ee RAN Aman 
Investments in affiliates...............0.. 


(1) In 2006, Bunge recorded a pretax asset impairment charge of $18 million and $2 million in its 


Edible 

Oil Milling 
Agribusiness Fertilizer Products Products Unallocated Total 
$19,106 $2,602 $3,601 $965 $ $26,274 
2,328 = 91 17 (2,436) = 
780 326 327 138 — 1,571 
27 58 2 3 29 119 
(203) (39) (31) (7) — (280) 
(12) 47 5 — 19 59 
86 202 86 69 — 443 
(126) (130) (53) (15) — (324) 
61 11 170 22 385 649 
8,339 2,979 1,552 470 1,007 14,347 
$ 285 $ 106 $ 98 $ 14 $  — $ 503 
$17,459 $2,674 $3,385 $859 $ $24,377 
1,974 = 81 22 (2,077) — 
821 341 284 125 — 1,571 
21 57 3 2 21 104 
(140) (41) (35) (7) (8) (231) 
29 (47) — (1) (3) (22) 
275 81 37 63 = 456 
(110) (104) (50) (14) — (278) 
57 9 75 21 423 585 
5,867 2,774 1,682 388 735 11,446 
$ 267 $ 135 $ 109 $ 11 $ — $ 522 
$17,977 $2,581 $3,872 $804 $ — $25,234 
1,433 = 50 17 (1,500) — 
936 601 257 92 = 1,886 
21 50 6 3 23 103 
(111) (50) (32) (8) (13) (214) 
(17) (32) 5 = 13 (31) 
358 372 79 41 — 850 
(89) (70) (41) (12) _ (212) 
17 8 64 20 455 564 
5,510 2,428 1,692 328 949 10,907 
$ 211 $ 158 $ 59 $ 9 $ $ 437 


agribusiness and edible oil products segments, respectively, relating to write-downs of three less 
efficient oilseed processing, refining and bottling facilities in Brazil, and restructuring charges of 
$4 million related to its South American agribusiness and fertilizer operations. 


In 2005, Bunge recorded a pretax asset impairment charge of $35 million in its agribusiness segment 
related to two oilseed processing plants in Brazil and an oilseed processing plant in India. In 2005, 
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24. Operating Segments and Geographic Areas (Continued) 


Bunge also recorded restructuring charges in Brazil and Europe of $10 million in its agribusiness 
segment, $2 million in its edible oil products segment and $2 million in its fertilizer segment. 


In 2004, Bunge recorded pretax asset impairment charge of $7 million in its edible oil segment, related 
to its refining and packaging operations in North and South America. In addition, in 2004, Bunge 
recorded a $10 million asset impairment charge and a $7 million restructuring charge in its 
agribusiness segment related to its oilseed operations in Western Europe. These impairment and 
restructuring charges are recorded in cost of goods sold, except the 2006 restructuring charges which is 
recorded in selling, general and administrative expense, in Bunge’s consolidated statements of income 
(see Note 8 of the notes to the consolidated financial statements). 


Segment operating profit, a measure of segment profitability, includes interest income earned on 
working capital of each segment and the allocation of the financial costs of carrying operating working 
capital, including an allocated portion of the foreign exchange gains and losses and of interest expense 
relating to debt financing working, including readily marketable inventories, capital, which is consistent 
with how management views the results for operational purposes. 


A reconciliation of income from continuing operations before income tax to total consolidated 
segment operating profit follows: 


Year Ended December 31, 
(US$ in millions) 2006 2005 2004 
Income from operations before income tax......... 0.00... eee eee eee eee $522 $488 $891 
Unallocated (income) expense—net (1) ........ 0. ce eee eee eee eee eee (79) (32) (41) 
Seomient Oper tine PLOll 2 cine cach caou sate cueeeaenedeneeedcdeasHenes $443 $456 $850 


(1) Unallocated (income) expense—net included interest income, interest expense, foreign exchange 
gains and losses and other income and expense not directly attributable to Bunge’s operating 
segments. 


Net sales by product group to external customers were as follows: 


Year Ended December 31, 

(US$ in millions) 2006 2005 2004 

Agricultural commodities products........... 0.0... c cece eee eens $19,106 $17,459 $17,977 
Bertilizer' progucts a 2.c scents adage h Sah dd AAG AGAGEO AAG ADEE GRGS 2,602 2,674 2,581 
Ediblé-oil. products v.eenevevere ree tades coe ei en at nia aieas 3,601 3,385 3,872 
Wheat milling products s.26.¢cic2edcrnreieeelesiade deta stiadate vedas 657 564 479 
Cormmillime PLODUCTS tce.0.s oca0.s sree este ee dre marae ated Pinning elale@iniein@ietnecat 308 295 325 
TOG scsi sacriucadacatacniecareieueeaeeeenteeeeaaeeawemensnaes $26,274 $24,377 $25,234 


BUNGE LIMITED AND SUBSIDIARIES 
NOTES TO THE CONSOLIDATED FINANCIAL STATEMENTS 


24. Operating Segments and Geographic Areas (Continued) 


Geographic area information for net sales to external customers, determined based on the location of 
the subsidiary making the sale, and long-lived assets follows: 


Year Ended December 31, 
(US$ in millions) 2006 2005 2004 
Net sales to external customers: 
EUtOpersdicddduudddad edadieddadhisncinene amine eamsalaseanne es $ 8,914 $ 8904 §$ 8,777 
United States s.c2caced asncaseancleeh bods seared sostiardaaradsaeed 6,331 6,076 6,783 
BAZ 8c arch ge tactea aoecdec adc elei  Bie era lees ech RE ANB eM dooce ads 5,603 5,096 5,005 
PST coc aed cacatec aaa tuna aedeatah ea atal aeaudter AED AAR AR ARE ARE AGRA AG ta 3,898 2,956 3,225 
Canadas <cccitcnecueh cpebebaecanad ie sta deadea ke eeas sar seaee 1,011 957 1,160 
PRES SM ENING cc cts ont sea png os aa a aan ln os len a snd 491 362 262 
Rest of World... 2... ccc ce een cence een een e eens 26 26 22 
il Bc 1 te $26,274 $24,377 $25,234 
December 31, 
(US$ in millions) 2006 2005 2004 
Long-lived assets (1): 
BAZAN 55 sc cde sce yee ect eed doce Dep eC tlt  yltytaa tlltlts $ 2,319 $ 2,035 §$ 1,759 
United States: ssi ccccacesanngee red gage eaG ee eaedsas es ceTseasadaes 930 963 1,021 
BULlOpe score ccieineciedeincengents Soeetbeese ees daaed eas agasedaeas 824 505 410 
ATSCNUIMA sori. G-85 chet uaesaen ta age aotaRweeaenaee wna agins aes 146 137 113 
FRESH OE WOES occas 3 ocace fe eeavn 8 dcuncd Bon taragncd caataccn alder diniateriatasaliedatasiatteAniaaatagacn 211 153 120 
MODAN Ria ahs a aiacaStdeheoeteacseet heanaataueccdenatod regards tite ave uiteteuavale sae sileaetnte eieseie te $ 4,430 $ 3,793 §$ 3,423 


(1) Long-lived assets include property, plant and equipment, net, goodwill and other intangible assets, net 
and investments in affiliates. 
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Quarter 
First Second Third Fourth Year End 
(US$ in millions, except per share data) 

2006 
Volumes (in millions of metric tons)......... 30 25 31 29 115 
Netsalés(l) i jisscaiectac eestor ce doe $ 5,625 $ 6,001 $ 6,965 $ 7,683 $ 26,274 
GTOSS PION (2). cide dastiwcisn esaaces dayee 284 288 485 514 1,571 
Income from operations .................. 58 30 169 264 521 
Net imcome\(3) sisi ins es geese ges d due aoe hie-a 58 30 169 264 521 
Earnings per common share—basic (4) 
Income from operations ...............+0- $ 49 § 25 $ 141 $ 2.17 $ 4.32 
Net income per share.............00020005 $ AD § 25 $§ 1.41 $ 2.17 $ 4.32 
Earnings per common share—diluted (4) (5) 
Income from operations .................. $ 48 § 25 § 140 §$ 2.12 §$ 4.28 
Net income per share.............00...00. $ AS § 25 $ 1.40 $ 2.12 $ 4.28 
Weighted-average number of shares 

outstanding—basic..................00,8 119,231,404 119,532,368 119,678,573 119,815,692 119,566,423 
Weighted-average number of shares 

outstanding—diluted................... 120,596,824 120,731,717 120,804,750 124,409,362 120,849,357 
Market price: 

FIED o.5 cite des sn catd patenn we onde eae $ 60.29 $ 61.16 $ 58.65 $ 73.17 

LOW tccatsondcmbas caanoeanmmeudeet tan $ 50.02. $ 48.23 $ 49.99  $ 57.85 
2005 
Volumes (in millions of metric tons)......... 26 32 30 29 117 
Netsalés (1). jicstuiwdiawetesnm nna xd date $ 5,480 $ 5,896 $ 6,248 $ 6,753 $ 24,377 
GTOSS PION (Z)ina sos ce datwidateceseadaes 385 427 407 352 1,571 
Income from operations .................. 98 113 170 149 530 
Net iNCOME oi. essence nee seeenseenaenes $ 98 §$ 113 $ 170 $ 149 $ 530 
Earnings per common share—basic (4) 
Income from operations ................4. $ 88 = §$ 102 $ 153 $ 1.29 $ 4.73 
Net income per share.............02000005 $ 88 § 1.02 $ 1.53 $ 1.29 $ 4.73 
Earnings per common share—diluted (4) (5) 
Income from operations ...............2-- $ 82 §$ 94 § 141 $ 1.25 $ 4.43 
Net income per share.............00020005 $ 82 §$ 94 § 141 $ 1.25 $ 4.43 
Weighted-average number of shares 

outstanding—basic.............0...005. 110,752,441 110,986,481 111,361,292 115,384,311 112,131,739 
Weighted-average number of shares 

outstanding—diluted................... 120,638,146 120,893,138 120,982,588 120,773,361 120,853,928 
Market price: 

PD OU sc fas besa Se ect ae ats ogar sata eon a ers $ 57.75 §$ 65.10 $ 67.31 $ 57.01 

Co) ee ee $ 50.84 $ 48.99  $ 51.95 $ 48.30 


(1) Bunge corrected its classification of interest income on secured advances to suppliers by reclassifying amounts from cost of 
goods sold to net sales for the periods presented. The effect of this reclassification increased cost of goods sold and net sales by 
$24 million, $21 million, $17 million and $16 million in the first, second, third and fourth quarters, respectively, for the year 
ended December 31, 2006 and $28 million, $25 million, $22 million and $27 million in the first, second, third and fourth 
quarters, respectively, for the year ended December 31, 2005. This reclassification does not affect gross profit or net income. 


(2) In the first quarter of 2006, Bunge recorded in cost of goods sold in its consolidated statement of income pretax asset 
impairment charges of $18 million and $2 million in its agribusiness and edible oil products segments, respectively, relating to 
write-downs of three smaller, older and less efficient oilseed processing, refining and bottling facilities in Brazil, and 
restructuring charges of $4 million related to its South American agribusiness and fertilizer operations. In the fourth quarter of 
2005, Bunge recorded in cost of goods sold in its consolidated statement of income a pretax asset impairment charge of 
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$35 million in its agribusiness segment related to two oilseed processing plants in Brazil and an oilseed processing plant in 
India. In the fourth quarter of 2005, Bunge also recorded restructuring charges in Brazil and Europe of $10 million in its 
agribusiness segment, $2 million in its edible oil products segment and $2 million in its fertilizer. (See Note 8 of the notes to the 
consolidated financial statements). 


(3) In the first quarter of 2006, Bunge adopted SFAS No. 123R and began recording stock option compensation expense based on 
the fair value. Prior to the adoption of SFAS No. 123R, Bunge accounted for stock-based compensation using the intrinsic value 
method under Accounting Principles Board APB 25, and FIN 28 with pro forma disclosure in accordance with the provisions of 
SFAS No. 123. (See Note 22 of the notes to the consolidated financial statements). 


(4) Earnings per share for both basic and diluted is computed independently for each period presented. As a result, the sum of the 
quarterly earnings per share for the years ended December 31, 2006 and 2005 does not equal the total computed for the year. 


(5) Diluted earnings per share include common shares that would have been issuable upon the conversion of convertible preference 
shares and related dividend expense, for 2006, and the convertible notes and related interest expense, for 2005, in the 
calculation of diluted earnings per share for the period presented. The weighted-average common shares outstanding-diluted 
for the fourth quarter of 2006 includes the dilutive effect of 3,310,388 weighted-average common shares that would be 
obtainable upon conversion of Bunge’s convertible preference shares and the weighted-average common shares outstanding- 
diluted for the fourth quarter of 2005 includes the dilutive effect of 3,737,167 of weighted-average common shares that were 
issuable upon conversion of the convertible notes through November 22, 2005, the date of redemption. (See Notes 15 and 21 of 
the notes to the consolidated financial statements). 


26. Subsequent Events 


On February 28, 2007, Bunge paid a regular quarterly cash dividend of $0.16 per common share to 
shareholders of record on February 14, 2007. On March 1, 2007, Bunge also paid a cash dividend of 
$1.36771 per share on its 4.875% cumulative convertible perpetual preference shares to shareholders of 
record on February 15, 2007, which reflects the period from November 20, 2006 to February 28, 2007. 
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REPORT OF INDEPENDENT REGISTERED PUBLIC ACCOUNTING FIRM 


To the Board of Directors and Shareholders of 
Bunge Limited 
White Plains, New York 


We have audited the consolidated financial statements of Bunge Limited and subsidiaries (the 
“Company”) as of December 31, 2006 and 2005, and for each of the three years in the period ended 
December 31, 2006, management’s assessment of the effectiveness of the Company’s internal control over 
financial reporting as of December 31, 2006, and the effectiveness of the Company’s internal control over 
financial reporting as of December 31, 2006, and have issued our reports thereon dated February 26, 2007 
(which reports express an unqualified opinion and include an explanatory paragraph relating to the 
adoptions of Statement of Financial Accounting Standards No. 158, Employer’s Accounting for Defined 
Benefit Pension and Other Postretirement Plans, on December 31, 2006 and Statement of Financial 
Accounting Standards No. 123 (R), Share-Based Payment, on January 1, 2006); such consolidated financial 
statements and reports are included elsewhere in this Form 10 K. Our audits also included the 
consolidated financial statement schedule of the Company listed in Item 8. This consolidated financial 
statement schedule is the responsibility of the Company’s management. Our responsibility is to express an 
opinion based on our audits. In our opinion, such consolidated financial statement schedule, when 
considered in relation to the basic consolidated financial statements taken as a whole, presents fairly, in all 
material respects, the information set forth therein. 


/s/ DELOITTE & TOUCHE LLP 
New York, New York 
February 26, 2007 


Schedule II—Valuation and Qualifying Accounts 


Description 
FOR THE YEAR ENDED 


DECEMBER 31, 2004 
Allowance for doubtful accounts. . 
Allowance for secured advances to 

suppliers.................000. 
Income tax valuation allowance... 
FOR THE YEAR ENDED 

DECEMBER 31, 2005 
Allowance for doubtful accounts. . 
Allowance for secured advances to 

SUPPHETS. 6. 66 ce ie ce sa se eee ens 
Income tax valuation allowance... 
FOR THE YEAR ENDED 

DECEMBER 31, 2006 
Allowance for doubtful accounts. . 
Allowance for secured advances to 

SUPPlIerSiccnrceseeevangeackes 
Income tax valuation allowance... 


BUNGE LIMITED 


(US dollars in millions) 


Additions 
Balance at Charged to 
beginning of costs and Charged to Deductions Balance at 
period expenses other accounts from reserves end of period 
$100 49 8(a) (24)(b) $133 
$ 34 9 3(a) — $ 43 
$107 60 10(a) = $177 
$133 55 8(a) (16)(b) $180 
$ 43 (15) 4(a) = $ 32 
$177 (79) = (2)(c) $ 96 
$180 35 15(a) (6)(b) $224 
$ 32 5 3(a) = $ 40 
$ 96 6 11 (73)(d) $ 40 


(a) Foreign exchange translation adjustments for all periods presented. 


(b) Write-off of uncollectible accounts. 


(c) Write-off of net operating loss carryforwards. 


(d) Reversal income tax valuation allowance due primarily to a favorable settlement of tax audits in 


Europe. 


SIGNATURES 


Pursuant to the requirements of Section 13 or 15(d) of the Securities Exchange Act of 1934, the 
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